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looking ahead 


25-City Housing Survey 


In a telephone survey conducted by the National Associa- 
tion of REALTORS, real estate industry experts and 
representatives of local real estate boards in 25 U.S. cities 
were questioned concerning the supply of existing and 
new single-family homes, average prices, mortgage interest 
rates, and rental market conditions in their respective 
areas. From the opinions gathered, predictions are that 
1978 will be another good year for the residential real 
estate market, with demand for single-family homes out- 
reaching or at least keeping pace with supply in most 
cases. The survey included the following cities: Baltimore, 
Boston, Chicago, Cleveland, Columbus, Dallas, Detroit, 
Honolulu, Houston, Indianapolis, Jacksonville, Los 
Angeles, Memphis, Milwaukee, New Orleans, New York, 
Philadelphia, Phoenix, St. Louis, San Diego, San 
Francisco, San Jose, Seattle, and Washington, D.C. 

Nationally, the Association predicts 3.8 million 
single-family resale transactions in 1978, making this the 
best year ever for the existing home market. 


Colorful Winter Scenes Urged 


Picture this scene: Skaters in bright reds and yellows 
whirling around a downtown ice rink during the lunch 
hour in midwinter; racks of skis standing outside a brick 
department store, ready for shoppers and employees to 
begin their trek home; vendors selling steaming mugs of 
grog do a bustling business along an evergreen-lined main 
street mall. This is how William C. Rogers, head of 
Minneapolis’ Committee on Urban Environment, would 
like Minnesota’s biggest city to look in the year 2000. 
Minneapolis, with a half million people, is the coldest big 
city in the United States. Rogers believes that residents 
should turn the frigid climate into an asset rather than 
merely endure it. He says that in America’s northern 
cities, people live through the winter, but there has been 
no effort to make the cities more attractive during that 
time. Noting that color is very important, Rogers offers a 
few suggestions: 

e Replace trees dying of Dutch elm disease with 
evergreens which would give contrast to the winter snow. 
Also, dogwood is a good choice because of its red twigs. 

e Birds can be attracted by plants with seeds and 
berries and by heated bird baths. 

e Bicycle paths could be converted for the use of 
cross-country skiers during the winter. 

e More use of brick and wood, rather than glass, 
concrete, and white plaster might make the northern city 
look warmer. 

Rogers, a 28-year resident of Minneapolis, is also a 
professor at the University of Minnesota. 
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First Credit Union Approved as Authorized Lender 


HUD has approved the Navy Federal Credit Union of 
Washington, D.C., as the first fully authorized FHA- 
insured mortgage lender under the provisions of the 1977 
legislation, broadening the powers of such _ institutions. 
Under the 1977 Congressional Act, Federal Credit Unions 
are now authorized to make home loans for up to 30 
years. The old law limited loans to 12 years. The new law 
enables borrowers to make substantially reduced monthly 
payments over the term of the loan. For those who get 
their Federal credit union loans insured by FHA or 
guaranteed by the Veterans’ Administration, the interest 
rate will be at the prevailing rate, currently 8% percent. 
There are some 13,000 Federal Credit unions, with assets 
totaling $27 billion, that potentially could be expected to 
participate. The Navy organization has some 43,000 
members and estimates that it can make home loans 
totaling some $165 million. The Navy Union is now 
prepared to make FHA-insured home loans once regula- 
tions of the National Credit Union Administration 
(NCUA) become final. Under proposed NCUA regulations, 
a Credit Union must have at least $2 million in assets to 
make 30-year loans. In addition, an organization would be 
limited to making long-term loans of not more than 25 
percent of its total loan dollars outstanding. 


Construction Industry Leaders Form New Group 


A single-voice group has been formed at the national level 
to deal with labor matters in the construction industry. 
Headquartered in Washington, D.C., the new organization 
is called the National Construction Employers Council 
(NCEC). Membership is open to national trade associa- 
tions in the construction industry whose contractor 
members employ organized labor in the Building and 
Construction Trades Department. NCEC’s objectives in- 
clude development of a common policy on collective 
bargaining and enunciation of a common policy to the public 
and the government on labor relations issues; improving 
collective bargaining by providing liaison between member 
associations and by promoting the development of coordi- 
nated bargaining units and/or such other bargaining 
mechanisms as may be appropriate; to work with the 
AFL-CIO Building and Construction Trades Department 
to improve bargaining and productivity; to encourage and 
coordinate “user and government support’’ of NCEC 
policies; and to conduct and publish economic, political, 
and legal research to support the collective bargaining 
activities of NCEC and its members. H. Edgar Lore, vice 
chairman of Dravo Corporation, Pittsburgh, is temporary 
chairman of the organization. 
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Neighborhood 


Revitalization: 
An Overview 


by Karen Kollias 


Neighborhoods and attempts to re- 
vitalize them are quickly becoming 
one of the most controversial new 
urban policy initiatives. Neighbor- 
hood revitalization means the coordi- 
nation and channeling of public, pri- 
vate and community resources into 
neighborhoods experiencing or 
threatened by decline. Financial 
investment is crucial for successful 
revitalization, but past lessons show 
that simply more money does not 
guarantee healthy neighborhoods. 
City resources for overall improve- 
ments and service delivery are also 
necessary. And what binds these 
efforts together, supports them and 
provides additional activity as well, is 
the commitment and organization of 
neighborhood residents. The meshing 
of the three actors—city officials, pri- 
vate representation and neighborhood 
leaders—constitutes a partnership. 

A framework for this three-sector 
partnership should be elevated to the 
Federal policy level when officials 
concern themselves with neighbor- 
hood revitalization efforts. An 
example of this partnership concept 
is utilized by the Urban Reinvestment 
Task Force’s Neighborhood Housing 
Services Program. It should be more 
fully explored by other Federal pro- 
grams and agencies. 

This special issue of HUD Chal- 
lenge focuses on neighborhood re- 
vitalization in order to give the reader 
background on the topic and ex- 
posure to the range of concerns 
surrounding revitalization. Given 
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limited space, only a few topics are 
addressed here. Of primary interest is 
the role which community groups can 
play in the planning, development and 
implementation of neighborhood pro- 
grams and policies. 

Due to the lack of private and 
public resources in many inner-city 
neighborhoods, community residents 
organized themselves either to apply 
pressure on the appropriate officials 
to get certain jobs done, or developed 
and administered their own programs. 
Some groups now do both success- 
fully. In either event, community 
leaders quickly became ‘urban 
management experts’’ as they became 
aware of what works best in their 
respective neighborhoods. Residents 
have also reminded policy and plan- 
ning people that neighborhoods differ 
from each other—indicating that no 
one program will meet the revitaliza- 
tion needs for a majority of neighbor- 
hoods or cities. This need for diver- 
sity of strategies should be recognized 
and upheld as a goal of agencies 
which administer urban programs. 

Commercial revitalization and the 
role of neighborhood development 
organizations are vital to those com- 
munities trying to. stabilize or 
strengthen their economic base and 
promote physical improvements. 
Leveraging techniques, particularly 
for neighborhood-based institutions, 
play an important role in reversing 
decline and increasing the program 
Capacity for community  organiza- 
tions. Cooperatives, as an alternative 
for property ownership, are in- 
creasingly becoming a major strategy 
for lower-income neighborhoods 
where only joint efforts of ownership 
may be possible. Techniques of land 
trusts, sweat equity and community 
acquisition of abandoned properties 
are tied into the role cooperatives can 
play in such neighborhoods. For 
those neighborhoods which are 
becoming attractive to white and 
middle-class people, displacement is 
quickly becoming both a fear and 
reality for inner-city residents. Com- 
munities which are experiencing 
“back to the city’’ movements need 
certain strategies which stabilize their 


neighborhoods while retaining their 
current residents. 

Many Federal policies and pro- 
grams must be reorganized and 
altered to support the diversity of 
strategies revitalization requires. Pro- 
grams which directly affect neighbor- 
hoods should be more accessible to 
urban residents and direct financial 
and technical support needs to be 
available to the “urban management 
experts’’—neighborhood organizations. 
These efforts will help place local 
groups in a better position to develop 
necessary partnerships for revitaliza- 
tion. 

Promoting diversity and many 
strategies for neighborhoods may also 
have a negative effect. Coordination 
among programs within HUD and 
among other agencies is necessary to 
maximize Federal efforts for revitali- 
Zation. The appropriate agencies 
should also be working together, 
determining how their programs work 
best together, and making them more 
flexible and sensitive to neighborhood 
needs. Neighborhoods need compre- 
hensive strategies which encompass 
housing, community and economic 
development, job creation, crime 
prevention, recreational facilities, and 
human services, to name only a few. 
Coordination which has occurred so 
far is limited to the local level. 

Planning and development 
urban. policy initiatives, be they 
through the Urban and _ Regional 
Policy Group (URPG), the National 
Commission on Neighborhoods or by 
specific agencies, should uphold these 
goals of program coordination and 
diversity of neighborhoods, as well as 
partnerships and neighborhood 
capacity-building for revitalization. 

It is hoped that the readers of this 
issue of HUD Challenge will view the 
following articles as an introduction 
to neighborhood revitalization and 
understand that there are many more 
areas of concern which have not been 
discussed. oO 


for 


Ms. Kollias is a Policy and Program 
Specialist in the HUD Office of 
Neighborhoods, Voluntary Associa- 
tions and Consumer Protection. 
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Neighborhood 
Revitalization— 


From This 
Vantage Point 


An Interview with 
Assistant Secretary Geno Baroni 
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Q. Secretary Harris brought you into 
HUD to develop a program for neigh- 
borhoods. What were your first 
impressions of what was possible 
within the Federal Government? 

A. Secretary Harris is committed to 
building a neighborhood constituency 
for HUD, just as | am. To create a 
specific neighborhood program was 
only one aspect of the constituency- 
building. | also hoped to “‘legitimize”’ 
the neighvorhood movement as a 
policymaking entity within the 
Administration. Programs are de- 
signed for cities, States, developers, 
mortgage bankers and builders within 
HUD. Why not for neighborhood 
groups? 

Q. In a broad sense, can you explain 
some Neighborhood Voluntary Asso- 
ciations and Consumer Protection 
goals with respect to neighborhoods? 
A. While nothing is set in concrete, 
we have been affecting policy and 
developing programs around certain 
goals. We are committed to neighbor- 
hood capacity-building, particularly 
for those groups representing poor 
and/or minority communities. Given 
adequate skills and resources, neigh- 
borhood groups are in a better posi- 
tion to negotiate with public officials 
and lending representatives. Without 
this capacity, organizations are 
limited in their attempts to get pro- 
grams for their neighborhoods. It 
may also force local groups to remain 
in a “confrontation situation’ with 
city hall as opposed to developing a 
positive relationship with it. Building 
better local linkages between local 
officials and community groups is a 
big concern to NVACP. 

We are also committed to provid- 
ing access to the Federal Government 
for local groups. If you are a neigh- 
borhood leader in St. Louis or 
Albuquerque and interested in certain 
federally-sponsored neighborhood 
programs, it might take forever to get 
the information you need over the 
phone. | want our office to be on 
top of the Federal agencies and their 
roles in regards to neighborhoods, so 
that community groups which come 
to us can get some of the informa- 
tion they need. This can help elimi- 


nate the 
people feel 
bureaucracy. 

Our office obviously plays an 
advocacy role on many neighborhood 
concerns. This objective was already 
in place with the earlier CARF (Con- 
sumer Affairs and Regulatory Func- 
tions) office. We have several divi- 
sions which act as advocates for con- 
sumer- and _ neighborhood-oriented 
issues like redlining, tenant participa- 
tion and displacement. We have been 
concerned about targeting Commu- 
nity Development Block Grant 
(CDBG) funds, site selection and the 
orientation of the Urban Develop- 
ment Action Grants. We will continue 
to work with other HUD offices 
which have programs related to 
neighborhoods. 
Q. How will your programs differ 
from past Federal efforts addressing 
community concerns, like Model 
Cities and OEO? 
A. This is an important question, and 
one which | get asked a lot. Some 
Federal officials are skeptical of our 
neighborhood development 
because they remember that the 
“anti-poverty programs” were not 
successful. | feel we are talking about 
a new program focus, with different 
conditions. The past Federal experi- 
ence with neighborhoods, despite its 
weaknesses, was significant, and 
helped us develop what we currently 
need to do. Weaknesses of past 
efforts included the “top-down” 
nature of designing and administering 
the programs; creating a _ climate 
whereby organizations came _ into 
being just to receive Federal funds; 
there was no coordination among 
Federal community initiatives; they 
developed an independent political 
constituency which, in many cases, 
threatened the mayors. On the other 
hand, the programs of the Sixties did 
provide mechanisms for organizing 
around important community con- 
cerns, and many neighborhood people 
acquired valuable skills as a result. 
Some local programs not completely 
dependent on Federal funding are 
still alive and kicking today. 

The lessons from the Sixties have 


alienation neighborhood 
with regard to our big 


focus 
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Prior to joining HUD, Father Baroni served as president of the National Center for Urban 
Ethnic Affairs, a nonprofit organization he founded in 1970. 


been taken into consideration as we 
move with our neighborhood develop- 
ment program. Planning assistance 
and program support will be provided 
to those groups which already have a 
track record in program management 
and/or service delivery. Community- 
controlled boards will be a require- 
ment, as will diversification of fund- 
ing. Critical to our neighborhood 
development activity is the establish- 
ment or strengthening of the neigh- 
borhood/city relationships. Rather 
than working in isolation from each 
other, our programs will encourage 
ways in which they should work with 
each other. 
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Q. What role(s) will NVACP play in 
addressing the needs of neighborhood 


organizations 
offices? 


A. We are fortunate to have several 
programs which can be tied to neigh- 


borhoods within NVACP. | think a 
major point here is that we have both 
program support and consumer 
advocacy built into our Office. 

The Office of Neighborhood 
Development (OND) is quite new and 
will provide program support and 
training to neighborhood develop- 
ment organizations and nonprofit 
housing rehabilitation groups. 
Through OND, successful models of 
neighborhood-initiated revitalization 


through its program 


can be replicated and better working 
relationships between community 
groups and public officials will be 
encouraged. 

Our role as advocates comes from 
our Consumer Affairs office which 
handles consumer complaints and 
reviews pending legislation and regula- 
tions. The Consumer Affairs office 
also coordinates and sponsors forums 
which are useful tools for organizing 
neighborhood/consumer people, in- 
dustry representatives and_ public 
officials around certain topics. 
Forums have been held or are being 
planned on such topics as insurance 
redlining, displacement, cooperatives, 
technical assistance and so on. 

An ongoing program’ within 
NVACP is the Housing Counseling 
Assistance Program mandated by 
Congress in 1968. This program has 
been principally directed toward the 
provision of housing counseling assist- 
ance (budget counseling, home main- 
tenance assistance, etc.) to low- and 
moderate-income residents in HUD- 
supported units in order to prevent 
homeowner defaults and _ delin- 
quencies. With our support of nearly 
500 HUD-approved counseling agen- 
cies, the number of homes returned 
to HUD because of defaults is 
decreasing. We are also stemming 
deterioration in neighborhoods where 
an increased HUD inventory would 
have resulted if homeowners were not 
counseled in ways to prevent the loss 
of their homes. 

| am very interested in strengthen- 
ing and expanding this program so 
that it can also focus on the counsel- 
ing needs within a given neighbor- 
hood. | also hope that more commu- 
nity groups become involved’ in 
counseling. It is quickly becoming an 
essential element in the entire revitali- 
zation process and some counseling 
programs are serving as organizing 
entities for neighborhood residents. | 
am also interested in developing 
closer ties with lending institutions 
on their desire for neighborhood 
counseling services. 

Q. Can you explain what you mean 
by partnerships for revitalization? 
A. Experience shows us that success- 
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ful neighborhood revitalization 
requires more than a government- 
sponsored program on_ housing 
rehabilitation or street improvements. 
The private sector (business, industry 
and financial institutions) as well as 
the neighborhood residents them- 
selves are critical to the revitalization 
process. Without private investment, 
the public sector cannot meet the 
heavy financial needs of many 
neighborhoods. Without neighbor- 
hood participation at all stages of the 
revitalization process, program efforts 
may not be sensitive to specific 
neighborhood needs, nor will they be 
supported by the residents. Combin- 
ing the expertise and resources of the 
private, public and community 
sectors into a “partnership” is a 
desirable process for neighborhood 
revitalization. The Neighborhood 
Housing Services Program, sponsored 
by the Federal financial regulatory 
agencies and HUD, is a good model of 
this partnership for some _ neigh- 
borhoods. 


The Federal Government should 


begin to re-focus its programs and 
policies affecting neighborhoods to be 
supportive of the “‘nongovernmental 


role” in revitalization. Technical 
assistance and capacity building for 
community groups becoming “‘part- 
ners” are very important. 

Q. We hear a lot of concern within 
HUD over the question of direct 
funding to neighborhood organiza- 
tions. What are your feelings on this 
and where do you see HUD going 
with it? 

A. | do believe in direct funding of 
neighborhood organizations, but | 
also support additional strategies 
which increase the capacity of such 
groups. | saw much in the way of 
successful experience in direct fund- 
ing to neighborhood groups prior to 
my coming to HUD. It was good to 
see how local groups could take 
initial seed grants and leverage them 
for larger amounts of money, both 
locally and nationally. Right now 
most local organizations survive on 
private foundation grants, money 
they’ve raised themselves and to a 
much lesser extent, government 
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resources. In some cases, more sophis- 
ticated groups have been able to 
secure government contracts for 
specific work (i.e., seal-up of aban- 
doned_ properties, weatherization, 
etc.). | feel the Federal Government 
should become more involved in pro- 
viding resources to neighborhoods— 
money as well as information, train- 
ing and technical assistance. 

There are some recent precedents 
in’ this Administration which are 
encouraging for more access to 
government resources by local groups. 
The Law Enforcement Assistance Ad- 
ministration (LEAA) is putting out $15 
million in grants to neighborhood 
organizations which establish commu- 
nity anti-crime programs; the 
National Endowment for the Arts pro- 
vides small grants to local groups 
engaged in projects which design 
architecture and neighborhood 
preservation together; and the Labor 
Department has provided NVACP 
with resources to give grants to neigh- 
borhood development organizations 
engaged in youth employment as it 
relates to revitalization. 

Direct funding is critical to  in- 
creasing the capacity of neighborhood 
groups engaged in revitalization, but 
it is not the entire answer. | am also 
supportive of making existing Federal 
programs as sensitive to neighborhood 
concerns as possible. This could mean 
a lot of things, from improving citi- 
zen participation, targeting strategies, 
to making program resources available 
to neighborhood groups. Two 
examples within HUD are: the ability 
to provide sub-grants to local groups 
through the Community Development 
Block Grant Program; and the potential 
influence (and possible implementa- 
tion) of economic development activity 
with the Urban Development Action 
Grants (UDAG‘s). 

Q. Your programs within HUD are 
only one part of the effort to design 
and implement neighborhood policies 
and programs. In your opinion, what 
else is needed from the Administra- 
tion? 

A. It is difficult to pin down specific 
answers to this question. There are 
several things which should be going 


on within the Administration and its 
agencies. First, there needs to be 


coordination among the _ agencies 
interested in or involved in neighbor- 
hoods. | can list several agencies with 
such programs, and they are not 
aware of what the other agencies are 
doing. Since the Administration is 
truly committed to an urban policy 
which highlights neighborhoods, 
agency coordination should be a 
priority, to maximize the experiences 
of current programs, and to help 
tailor new ones. 

Many agencies are initiating new 
programs, but it is not clear what 
role the programs play in the policy- 
making activities of the respective 
agencies. Neighborhood programs 
within big agencies like HUD or HEW 
run the risk of being overlooked if 
they are not carefully integrated with 
other programs and figured in policy 
decisions affecting the entire agency. 
Q. What is the National Commission 
on Neighborhoods and how does it 
relate to your Office? 

A. The National Commission on 
Neighborhoods is just getting started 
and has a one-year mandate to pre- 
pare a report, with recommendations, 
to the President and Congress on 
public policy and programmatic 
efforts for neighborhoods and 


revitalization. The Commission comes 
out of the National Neighborhood 


Policy Act, which was attached to 
the Housing and Community Devel- 
opment Act. Of primary concern to 
the Commission are topics like: red- 
lining, reinvestment strategies, taxa- 
tion and zoning policies, displacement 
and other topics. 

One-year funding for the Commis- 
sion comes from a Congressional 
appropriation channeled through 
HUD’s Office of Policy Development 
and Research. President Carter 
appointed me to serve as the Admini- 
stration’s liaison to the Commission, 
and Secretary Harris selected me to 
do the same for HUD. We are helping 
the Commission to plan and coordi- 
nate neighborhood hearings across the 
country. We are committed to 
bringing the Commission close to a 
wide range of neighborhood organi- 
zations. O 
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Revitalization 
without 
Displacement 


by Karen Kollias 


Several years ago, a large number of 
neighborhood groups organized them- 
selves nationally against the problem 
of redlining and the lack of private 
investment in their communities. 
Today, many of the same groups, and 
others, are deeply concerned with the 
problem of displacement—a_ process 
which, in the context of this article, 
results from a high degree of neigh- 
borhood reinvestment. As with the 
earlier redlining struggle, the efforts 
to combat displacement are quickly 
escalating to a national level. This 
issue is of particular concern to black 
and minority residents of inner-city 
neighborhoods as well as the elderly 
and tenants in general. This article 
will explain the various levels of dis- 
placement which result from reinvest- 
ment, proposed strategies which may 
minimize or prevent it and what 
HUD and other organizations are 
doing about this problem. 


What is Displacement? 

Displacement is the physical removal 
of people from a certain neighbor- 
hood (given rapidly rising costs for 
living there). Actually, the visible exit 
of people is the last stage of the 
“neighborhood turnaround process” 
which begins when a particular area 
becomes desirable. The energy crisis, 
the convenience of living near work, 
the need for less living space, and the 
desire to live closer to cultural events, 
have made many inner-city neighbor- 
hoods attractive, especially for 
younger, professional people. 
Initially, the desirability of these 
previously redlined neighborhoods, 
and the financing to back it, were 
seen as a good reason for overall 
urban revitalization, especially by city 
officials and lenders. However, the 
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“back to the cities’’ movement and 
other efforts to finance inner-city 
development are also having the nega- 
tive impact of forcing the current 
neighborhood residents—usually the 
elderly, poor, minorities and 
tenants—out. All too often those 
being displaced are the same people 
who have stayed throughout the 
years, mostly without options, and 
who have attempted to improve their 
neighborhoods. This increasingly sur- 
facing negative effect of neighbor- 
hood revitalization indicates that pub- 
lic officials, neighborhood leaders and 
private investors must take a more 
critical look at revitalization 
processes. 

The problem of displacement is 
not limited to a few northeastern 
cities as many people believe. It is 
quickly becoming a national experi- 
ence. Community groups in Seattle, 
San Francisco, St. Louis, Cincinnati, 
Chicago, Baltimore, Somerville, 
Atlantic City, Washington, D.C., to 
name a few, are concerned about this 
problem. 


Various Stages of Displacement 
Displacement seems to affect neigh- 
borhoods in a series of stages. When a 
neighborhood becomes _ initially 
attractive or convenient, private 
developers will acquire properties 
which are abandoned or rental units 
with investor/owners wishing to sell.* 
Therefore, the residents first affected 
by any development are tenants, 
since rental units are rehabilitated 
into luxury apartments, condo- 
miniums or all apartments, into 
single-family properties. Most of the 
tenants affected by this development 
are the elderly who rely on the 
nearby convenience of shopping and 
service facilities, and lower-income 
people. 


Displacement on Another Level 
The next level of displacement is 
more subtle. Once development in a 


*Many of these neighborhoods are 
relatively close to downtown areas 
and contain sound, usually older, 
housing stock. 


particular neighborhood begins, 
developers or individuals wishing to 
live in the area, offer to buy proper- 
ties from the homeowners. 

Many accept the offers, unaware 
that the selling price is much lower 
than what the property value is 
quickly becoming. While many may 
argue that this step may be “volun- 
tary” in nature, it is the result of 
development activities and would not 
occur as quickly and severely under 
normal market conditions. 

Once an entire neighborhood be- 
comes rehabilitated, property taxes 
inevitably increase. For many lower- 
income homeowners, this becomes 
the next stage of displacement. 
Long-term homeowners do not have 
the income of the newer residents 
and, therefore, find it difficult to 
meet increased taxes. 

These various stages of displace- 
ment seem to indicate that revitaliza- 
tion, with no controls, can result in 
racially and economically resegregated 
neighborhoods regardless of the 
original intent. While no one denies 
the importance and necessity of 
attracting investment back into 
inner-city neighborhoods, there is a 
growing concern that reinvestment be 
carefully planned and _ that local 
organizations play a closer role in the 
development of their neighborhoods. 
Without any policies or programs 
which encourage revitalization while 
minimizing displacement, many neigh- 
borhood organizations will become 
fearful of, or oppose most reinvest- 
ment efforts. Tenant groups and 
organizations consisting of lower- 
income and/or minority residents are 
also becoming worried about the long 
range effects of anti-redlining activi- 
ties on their neighborhoods. Their 
rationale is why solve one problem, if 
it only leads to another? 

As the Federal Government, and 
HUD in particular, move closer to 
revitalization policies, the tensions 
and differing perceptions of neighbor- 
hood residents must be carefully con- 
sidered. Without involvement of 
neighborhood people designing re- 
vitalization programs, there is the 
possibility that mistakes of earlier 
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“urban renewal’’ efforts may re- 
surface as they become known for 
“yeople removal.” 


The Public Role 
While local government 
somewhat active 


has been 


in rehabilitation in 
recent years, the primary develop- 


ment and speculation activity has 
been conducted and financed by the 
private sector. Community groups 
understanding this, are seeking solu- 
tions and quick responses from the 
public sector. This puts government 
in a very sensitive situation. On one 
hand, local officials in larger cities are 
in great need of the tax revenues 
which private development and _ re- 
investment promise. On the other 
hand, they do not want to be linked 
with activities which result in the 
displacement of neighborhood 
residents. 

Models and _ strategies of how 
neighborhood groups and city offi- 
cials can work together to promote 
revitalization without displacement 
are needed. For this to happen 
locally, a Federal commitment to 
coordinate necessary resources and 
programs is also important. Local 
strategies must be designed according 
to the current and anticipated neigh- 
borhood conditions. Private develop- 
ment can be identified at three dif- 
ferent levels which can help deter- 
mine what neighborhood groups and 
city officials should do. 

The first level is when very little 
development is taking place, but the 
potential exists. An example would 
be a _redlined neighborhood with 
sturdy housing stock contiguous to 
downtown. It could also mean a 
neighborhood bordered by one cur- 
rently experiencing reinvestment. For 
these neighborhoods, a strong com- 
munity/city role is necessary, par- 
ticularly in providing ownership 
strategies for the current residents. 
Once some of the overall improve- 
ment needs are met, the community 
groups and city officials can attract 
private investment. 

The next level of activity responds 
to neighborhoods where private re- 
investment is already underway with 
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middle- and upper-income people 
moving in. The public and commu- 
nity roles then focus on retaining a 
majority of the neighborhood’s 
original residents. Strategies for these 
neighborhoods may include property 
tax abatement and _ low-income 
rehabilitation programs for home- 
Owners and rental subsidy programs 
for tenants. 

The last level may refer to those 
neighborhoods which have been 
undergoing development for some 
time, and in which people are in the 
process of leaving. When displacement 
is inevitable, relocation assistance 
strategies should be coordinated 
among the community groups and 
city officials. Currently, there is no 
public relocation assistance to those 
displaced by private development 
activity. Further, there are no guaran- 
tees that people who must leave will 
find suitable housing elsewhere. Com- 
munity groups can work on trying to 
keep displaced residents as close to 
the neighborhood as possible if that 
is what they want. 

To develop flexible strategies 
addressing displacement, it is neces- 
sary that adequate program resources 
are available to both local govern- 
ments and neighborhood organiza- 
tions. HUD has several programs 
which, if properly focused, can be 
instrumental in stimulating revitaliza- 
tion without displacement. Some of 
these include: 

e Section 312 rehabilitation loans 
for low- and moderate-income home- 
owners, which can be_ particularly 
helpful to homeowners in neighbor- 
hoods undergoing development; 

e the urban homesteading pro- 
gram, particularly for multifamily 
units which provide an “ownership” 
tool for lower-income people wishing 
to stay and improve their neigh- 
borhoods; 

e Section 8 rental programs (new 
construction and substantial rehabili- 
tation) for tenants who wish to re- 
main in their neighborhoods and con- 
tinue to rent; 

e Community Development Block 
Grant funds targeted for low- and 
moderate-income areas which can be 


usec! for property acquisition, rehabi- 
litation, public improvements and 
sub-contracting to neighborhood 
organizations; 

e innovative grants programs which 
provide assistance to local units of 
government to develop revitalization 
strategies, minimizing or preventing 
displacement and creating replicable 
models for other cities; 

e housing counseling — services 
which can have a neighborhood focus 
to serve as advocates for low- and 
moderate-income housing; and 

e neighborhood development pro- 
grams which can create initiatives 
supporting alternatives to property 
ownership for low- and moderate- 
income neighborhoods. 

The purpose of the project is to 
develop comprehensive policy recom- 
mendations on displacement to the 
Secretary. This mandate entails a 
summary of data from previous and 
current research. It also includes re- 
view of departmental programs and 
activities related to displacement 
policy. Furthermore, at the early 
stages, a wide assortment of com- 
ments and project suggestions from 
housing specialists, neighborhood 
leaders and local authorities was sub- 
mitted for inclusion in the final 
report. O 


Ms. Kollias is a Policy and Program 
Specialist in the HUD Office of Neish- 
borhoods, Voluntary Associations and 
Consumer Protection (NVACP). 





The National 
Commission on 
Neighborhoods 


A Bright Hope 
for the 
Development 
of an Urban 
Policy 


President Carter announced the 
establishment of a new Federal com- 
mission on December 19, 1977, 
which will focus on developing 
recommendations for neighborhood 
revitalization. The National Neighbor- 
hood Policy Act, included and passed 
in the Housing and Community 
Development Act of 1977, created 
the National Commission on Neigh- 
borhoods. The legislation states that 
the Commission must undertake a 
“comprehensive review of existing 
laws, policies and programs which 
affect neighborhoods, to assess their 
impact on neighborhoods, and to 
recommend modifications where 
necessary.’ The Senate Banking 
Committee report concluded that 
“The Committee anticipates that the 
work of the Commission will result in 
a shift of emphasis in Federal pro- 
grams that affect cities, in order to 
make the impact of Federal policies 
and laws more consistent with the 
objective of neighborhood preserva- 
tion that is given official recognition 
as a national goal in this Act.” 

The Neighborhood Commission 
stands out from others, as it was 
created from an organized neighbor- 
hood lobby. Many public interest and 
community groups wanted the Fed- 


eral Government to take additional 
actions against disinvestment and 
redlining after the Home Mortgage 
Disclosure Act was passed in late 
1975. While the commissioners repre- 
sent a diversity of interests, a signifi- 
cant number are veterans of neighbor- 
hood movements and urban _ pro- 
grams (see enclosed box for the list). 

The Commission will hold neigh- 
borhood hearings, coordinate “‘issues 
panels,’ and organize itself into task 
forces to gather the materials for its 
report. Neighborhood hearings will be 
one method of ensuring community 
participation to explain the problems 
and recommend potential solutions. 
People working in the neighborhoods 
will also be responsible for identify- 
ing revitalization strategies which 
work. 

The task forces have been 
organized around the following four 
broad research areas: 
Neighborhood Reinvestment: 

Reinvestment _ strategies 
neighborhood revitalization 

. Federal housing policies and pro- 
grams 

. Displacement and diversity 

. Financial institutions 

. Abandonment 
Government and Citizen Participation 

. Community participation in the 
design and implementation of pro- 
grams affecting neighborhoods 

. Regionalism and neighborhood 
level decisionmaking 

Federal leverage on 
participation 


for 


citizen 


Fiscal and Legal Obstacles to Neigh- 
borhood Health 

. Property tax problems 

. Zoning policies 

. Building codes 

. Tax assessment 

. FHA code problems 
Neighborhood Economic Develop- 
ment and Delivery of Services 

. Models of successful small-scale 
local enterprise 

Delivery of 

services 

. Role of urban agriculture local 
job development and alternative 
energy sources 

. Role of financial holding com- 
panies and subsidiaries in stimulating 
neighborhood economic development 


neighborhood 


The Commission expects to work 
with a number of resource people 
and maintain close communication 
with Federal agencies. To this end, 
President Carter appointed Assistant 
Secretary Geno Baroni to act as the 
Administration’s liaison to the Com- 
mission. Further, HUD _ Secretary 
Harris appointed Baroni to serve as 
liaison between the Commissioner 
and HUD. 
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Neighborhood activists and urban 
policy strategists are encouraged by 
the Commission’s work. It is hoped 
that the Commission will propose 
programmatic and administrative 
changes for the Federal Government 
as well as introduce new legislative 
initiatives. 

For more information on_ the 
Commission, please contact either 
Karen Kollias in Msgr. Geno Baroni’s 
Office at (202) 755-8740, or Robert 
Kuttner, Staff Director, National 
Commission on Neighborhoods, 2000 
K St. N.W. Suite 350, Washington, 
D.C. 20006, (202) 632-5200. 


National Neighborhood Commissioners 


The following sixteen people were 
appointed by President Carter to 
serve on the Neighborhood Com- 
mission: 


Chairman 
Joe Timilty, State Senator 
Boston, Massachusetts 


Neighborhood Organization Officers 
Gale Cincotta, President, National 
Peoples Action 
Chicago, Illinois 


David Lizarraga, Executive Director 
of the East Los Angeles Community 
Union 

Los Angeles, California 


Robert O’Brien, 
Savings and Loan, 
Newark, New Jersey 


President, Carteret 


Macler Shepherd, President, Jeff 
Vander-Lou Community Organization 
St. Louis, Missouri 


Peter Ujvagi, Staff Director, East 
Toledo Community Organizing 
Committee 
Toledo, Ohio 
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General Representatives 

Harold Greenwood, President, Midwest 
Federal Savings and Loan 

Minneapolis, Minnesota 


John McClaughry, President, Institute 
for Community and Liberty 
Concord, Utah 


Vicki 
National 
Affairs 
Washington, DC 


Field Director, 
Urban Ethnic 


Mongiardo, 
Center for 


Arthur Naparstek, Director, Wash- 
ington Public Affairs Center, USC 
Washington, DC 


Bathrus Bailey Williams, Educator, 
Washington, DC 


Public Officials 
Ethel Allen, City Council 
Philadelphia, Pennsylvania 


Anne 
Dept. 
Heritage 

Little Rock, Arkansas 


Arkansas 
and Cultural 


Director, 
National 


Bartley, 
of 


Nicholas 
Council 
Hartford, Connecticut 


Carbone, President, City 


Norman Krumholtz, Director for 
Community Development 


Cleveland, Ohio 


Maynard Jackson, Mayor 
Atlanta, Ga. 


Congressional Representatives 
Yvonne Braithwaite Burke, Congress- 
woman from Los Angeles, California 


Jake Gain, Senator from Utah 


Joel Pritchard, Congressman from 
Seattle, Washington 


William Proxmire, Senator from 
Wisconsin oO 


—Karen Kollias 
Policy and Program 
Specialist, NVACP 


National 
Resources and 
Organizations for 
Neighborhood 
Revitalization 


Over the past several years, a variety 
of national, regional and local groups 
have been established to address the 
concerns of neighborhood revitaliza- 
tion. These organizations have played 
important roles in: 


. acting as advocates for neighbor- 
hood policy initiatives within State 
and Federal government; 

. providing technical assistance to 
neighborhood organizations wishing 
to develop local revitalization initia- 
tives; and, 

. establishing information dissemi- 
nation systems for those groups in- 
volved in these activities. 


Without the on-going actions of 
these organizations the issues of 
neighborhood disinvestment and rein- 
vestment would not receive the na- 
tional attention they have received. 
Some organizations work on specific 
issues (i.e., economic development or 
cooperatives) while others address a 
broader range of issues, within a 
neighborhood. 

The following represents some or- 
ganizations which have existed for 
several years and have provided tech- 
nical assistance to local groups. HUD 
Challenge readers can contact them 
directly for more information. 





National Organizations 


1) Center for Community Change 
(CCC), Wash., D.C. In addition to 
providing a range of programmatic 
and technical assistance to communi- 
ty organizations and development 
corporations, the Center administers a 
Neighborhood Revitalization Project. 
Through this project, the Center ad- 
dresses a number of revitalization is- 
sues which affect neighborhoods and 
have national impact like mortgage 
banking practices, racial resegregation 
and neighborhood investment strate- 
gies, for example. Center publications 
concerning these issues are available. 
Write to: 


Andy Mott and Jeff Zinsmeyer 
Neighborhood Revitalization Project 
Center for Community Change 
1000 Wisconsin Avenue, N.W. 
Wash., D.C. 20007 

(202) 338-0191 


2) National Association of Neigh- 
borhoods (NAN), Wash., D.C. NAN 
acts as an advocate for neighborhood 
organizations, advisory committees 
and neighborhood councils interested 
in issues related to neighborhood gov- 
ernment and other forms of decentra- 
lized control. In addition, NAN has 
been actively voicing neighborhood 
concerns such as displacement, CDBG 
programs and redlining. Contact: 


Milton Kotler 

NAN 

1612 20th St., N.W. 
Wash., D.C. 20009 
(202) 332-7766 


3) National Center for Urban Eth- 
nic Affairs (NCUEA), Wash., D.C. 
NCUEA provides technical and mini- 
mal financial assistance to neighbor- 
hoods creating community organiza- 
tions or development activities. The 
Center has served as a broker be- 
tween Federal grants and local pro- 
grams (see ‘‘Multipler Effect’ article 
in this issue of HUD Challenge Maga- 
zine), in addition to serving as a 
national advocate for neighborhood 
development and reinvestment. Publi- 
cations on these issues are available 
through NCUEA. Contact: 


Robert Corletta 
NCUEA 

1521 16th St., N.W. 
Wash., D.C. 20036 
(202) 232-3600 


4) National Training and Informa- 
tion Center NTIC, Chicago, Ill. NTIC 
has been a major advocate against 
redlining and for disclosure and rein- 
vestment. Among other federally- 
related activities, NTIC is currently 
preparing a report on _ the _ local 
effectiveness of the Home Mortgage 
Disclosure Act data under a HUD 
contract. In addition, it works with a 
network of community organizations 
around rehabilitation insurance, red- 
lining and revitalization. NTIC also 
has a series of related publications 
and training seminars. Contact: 


Helen Murray 
NTIC 

115 W. Washington 
Chicago, I| 60607 
(312) 243-3035 


Other Organizations 

There are often organizations which 
work with community and neighbor- 
hood organizations within specific re- 
gions. They include: 


1) Urban Homesteading Assistance 
Board (U-HAB) 
Phil St. Georges, Director 
1047 Amsterdam Ave. 
New, York, N.Y. 10025 


2) New England Training Center for 
Community Organizers (NETCCO) 
Dave Beckwith, Director 
19 Davis St. 
Providence, R.I. 02908 


3) Pratt Center for Community 
Development 
Ron Schiffman, Director 
275 Washington Ave. 
Brooklyn, N.Y. 11205 


4) Association of Community Organizatio 
for Reform Now (ACORN) 
Wade Rathke, Director 
523 West 15th St. 
Little Rock, Ark. 72202 


5) Center for Community Economic 
Development 
Beverly Mason, Staff Associate 
639 Massachusetts Ave., Room 316 
Cambridge, Mass. 02139 


6) National Economic Development 
Law Project 
Washington Office 
David Patterson, Coordinator/ 
Planner 
1523 O St., N.W. 
Wash., D.C. 20005 


7) National Neighbors 
Brian Hinman, Director 
815 - 15th St., N.W., Suite 611 
Wash., D.C. 20005 


8) Midwest Academy, Inc. 
Heather Booth, Director 
600 W. Fullerton 
Chicago, Ill. 60614 


9) National Association of Housing 
Cooperatives 
Ernie Eden, Director 
1522 K St., N.W. Room 1036 
Wash., D.C. 20005 
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in print 


A Gift to the Street, photographs by Carol Olwell, 
commentary by Judith Lynch Waldhorn. Antelope Island 
Press, San Francisco, California, 1976. 196 pp. $12.95 
cloth; $17.95 hard cover. 


A Gift to the Street is a gift to us all and especially to 
preservationists, both active and closeted. The photo- 
graphs and text serve together to give the reader a new 
way of seeing and understanding old houses. 

When questioning as to whether to photograph a 
house, photographer Olwell would ask of the house: Are 
you old? Are you beautiful? Are you unique? Do | like 
you anyway? Will somebody besides me miss you when 
you’re gone? The answer to at least two of these had to 
be yes before there was a click! 

It was just a short time ago that Victorian architec- 
ture with its “‘irrational’’ ornamentation and decoration 
was demeaned by the modernists. In a way, it may have 
been our parents’ generation’s way of separating them- 
selves from their parents’ identity and values (our grand- 
parents). The grandchildren, Olwell and Waldhorn, for 
example, are freer to appreciate the visual richness of 
their old carpenter-built houses. One of the most 
stunningly beautiful houses in the book, in fact, is 
Olwell’s grandfather’s which was demolished to make way 
for an office building. 

Just as the likes of our grandparents will never be 


Flat Front Italianate 
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born again, so too will houses such as those photographed 
never be built again. These houses are public reminders to 
us of our past, of continuity and stability, of happiness 
and humor, and of the vision of the good life found in 
the values of Grandma and Grandpa and yet still lingering 
in us. 

The text is a delight and is informative. The table of 
contents gives the reader “‘handles’’ with which to view 
and sort the old houses. For example, houses with Flat 
Fronts, Squared or Slanted Bays, Towers, Faces, Extra- 
ordinary Details, Sunbursts, Stained Glass, Columns, etc. 
The appendix explains styles, house plans and misguided 
“improvements.” It also focuses attention on the new 
restoration craftsworkers who are an essential element of 
the Victoria revival. 

In closing, Waldhorn says that although a Gift to the 
Street is a journey through contemporary San Francisco, 
the houses shown, both modest and grand, “are an 
invitation to search for the Victorian in your own neigh- 
borhood or city.”’ 

Olwell and Waldhorn, through this book, are helping 
others in their search for the legacy left by grandparents 
in neighborhoods across the Nation. 


—Patricia A. McCormick 


Deputy Director for Neighborhood Development 
NVACP 


Italianate With Slanted Bay 





Neighborhood 
Development— 
The Urban Future 


by Jerold S. Nachison, A/P 


Organized neighborhoods are becom- 
ing a major focus of the national 
urban policy debate. In cities across 
the Nation, people representing a 
wide variety of incomes, ethnic and 
racial compositions are organizing to 
struggle against severe social, physical 
and economic problems related to 
neighborhood deterioration. In many 
cases, they are struggling simply to 
maintain their neighborhood’s 
vitality. Neighborhood residents are 
learning the need for comprehensive 
programs which deal with both the 
cause of the problem in the neighbor- 
hood and its relationship with ex- 
ternal institutions and forces which 
affect the neighborhood. Policy- 
makers, politicians and public offi- 
cials are now recognizing that the 
neighborhood is the basic building 
block of a city, that survival of both 
neighborhoods and cities is inter- 
dependent. 

In this article the case for neigh- 
borhood-initiated revitalization efforts 
is presented. While Federal, State and 
local government initiatives are 
important, neighborhood _ residents 
themselves are their own best friend 
in fostering neighborhood revitaliza- 
tion activities for community devel- 
opment. The neighborhood develop- 
ment program within the HUD Office 
of Neighborhoods, Voluntary Associa- 
tions and Consumer Protection 
(NVACP) is also discussed. 


12 


What is a Neighborhood Development 
Organization (NDO)? 

An NDO is a_ resident-controlled 
organization having a board structure 
with by-laws and legal status and a 
professional staff in charge of some 
of the day-to-day activities. 

The organization is usually non- 
profit though it may contain profit- 
making branches. Some NDO’s are 
recently incorporated and operate 
only one or two multipurpose pro- 
grams. Others have been in existence 
for 10 or more years, operate a 
multitude of programs, and have 
multimillion dollar budgets. All 
NDO’s have in common an original 
starting point of one or more small 
seed money grants from various non- 
profit groups or foundations. This 
money has usually been used to 
leverage millions of dollars in public 
and private reinvestment in their 
neighborhood. All NDO budgets are a 
complete mix of governmental, non- 
profit and profit-making funds; they 
are not dependent on one or two 
sources of funds for continuing 
operations. 

While empirical evidence is lacking, 
there is consensus among neighbor- 
hood public interest groups that 200 
active, experienced, successful, multi- 
program constituency-based manage- 
ment, planning and organizing entities 
that can legitimately be called NDO’s 
exist. 

Public officials are aware of maybe 
as many as 15,000 active neighbor- 
hood organizations involved in ad- 
vocacy and planning, and increasingly 
interested in program development. 
Given the fact that there are 34,000 
units of local general purpose govern- 
ment in the United States, there are 
probably over 100,000  neighbor- 
hood-based organizations active in 
some form of community’ im- 
provement. 

Examples of existing neighborhood 
development organizations include 
community development corpora- 
tions, neighborhood housing services 
programs, tenant management 
corporations, neighborhood corpora- 
tions engaged in revitalization, and 
community development credit 


unions. NDO’s are actively involved 
in physical and economic revitaliza- 
tion, rehabilitation, human resources 
development and training, day care 
and health services, and mortgage 
lending or housing development. 

Given some _ technical assistance 
and training, neighborhood develop- 
ment organizations, over time have 
gone from advocacy organizations 
concerned with one issue to multi- 
faceted, multifunded program 
Management organizations. NDO’s 
utilize small amounts of resources, 
leveraging them for larger investments 
in the neighborhoods. Their strong 
neighborhood constituency involve- 
ment results in programs tailored 
sensitively to their communities’ 
needs. Because they are considered a 
creative force in the planning, nego- 
tiating and implementation of neigh- 
borhood revitalization programs, it is 
worthwhile to briefly examine two 
examples of neighborhood develop- 
ment organizations. 


The Woodlawn Organization (Chicago) 
The Woodlawn Organization (TWO) 
began years ago as an advocacy group 
trained and led by the late Saul 
Alinsky. In the last 10 years, how- 
ever, TWO has progressed from an 
anti-business, anti-government organi- 
zation to one which has a partnership 
with government and other organiza- 
tions through joint funding ventures, 
and owns several large businesses, 
individual houses and multifamily 
projects. TWO is composed of three 
operating branches: the community 
organizing branch, the community 
development corporation, and _ the 
social services program. 

The community organization 
branch is composed of about 115 
civic and business associations, and 
block and senior citizens clubs. These 
clubs elect representatives of the 
Delegate Assembly, which convenes 
annually to establish general policy 
and staff direction for TWO’s coming 
year. Representatives of the assembly 
meet monthly with executive staff of 
TWO to assure that program direction 
and staff policies are consistent with 
the general direction and mandate of 
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the assembly. The Executive and the 
Deputy Executive Director of TWO 
administer both the community 
organization and the community 
development branches. This assures 
that common community organizing 
policy is interwoven with the physical 
and economic development of 
Woodlawn. 

TWO’s initial $50,000 grant from 
the Ford Foundation has generated 
over $40,000,000 in public and pri- 
vate investments over the past 10 
years. The initial staff of 12 
organizers has grown to 489, most of 
whom are neighborhood residents. 
The community development cor- 
poration operates over 1,114 units of 
new or rehabilitated housing, a 
theatre, newspaper, security service, 
shopping mall, and two super 
markets. Annual cash flow from 
profit-oriented businesses is over 
$9,000,000. These enterprises have 
generated over 220 jobs for local 
residents. 

TWO’s services branch operates a 
Head Start program, a day care cen- 
ter, a Concentrated Employment 
Training Administration program 
(CETA) job training center, an 
adoption center, a health clinic and 
senior citizens centers. Over 2600 
persons are served annually through 
the various service programs. 


Peoples Development Corporation(N.Y.) 


Peoples Development Corporation 
(PDC) is a nonprofit neighborhood 
group founded in 1975, and based 
within a nine-block area of the South 
Bronx, N.Y. Its stated goals are the 
revitalization of the neighborhood 
through “sweat equity’”’ housing re- 
habilitation, locally based economic 
development, and the wise use of 
local resources. It is also committed 
to the social and educational develop- 
ment of the people of the neighbor- 
hood through job training, a stress on 
education, and a firm intention to 
foster significant involvement and 
participation of all neighborhood resi- 
dents in PDC activities. PDC assumes 
neighbors and homesteaders must 
organize into block associations, work 
crews and tenant cooperatives to 
insure the greatest participation. 
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The original advocacy group came 
together as a result of the demon- 
strated housing market in the South 
Bronx. The group decided to enter 
the rehabilitation market through the 
use of “‘‘sweat equity.” The _ initial 
target was a city-owned vacant, six- 
story walk-up. The group received 
extensive technical assistance from 
several local organizations, and_in- 
vested 19,000 hours of volunteer 
time in this first project. 

The group then organized as PDC, 
and received a $220,000 grant for a 
job training program for ex-offenders 
to do the remaining rehabilitation. In 
1976, the corporation also received a 
$311,000 rehabilitation loan from the 
City of New York. 

In two years, PDC has undertaken 
a variety of programs beyond its 
initial rehabilitation project, and can 
list accomplishments which point 
toward an encouraging future. 
Projects currently planned or under- 
way are: 

e A solar hot water system on the 
rehabilitated building mentioned 
above. 

e Development of a “mini-plan”’ 
for a park and recreation area; rehabi- 
litation of five other buildings in the 
neighborhood; organization of the 
tenants in those five buildings for 
self-management; and, the securing of 
a $300,000 management contract 
from the city to run these buildings. 

e Development and operation of a 
summer neighborhood youth corps 
workers program each summer since 
1975. 

e@ Development of a “Peoples En- 
vironmental Program” to establish a 
nonprofit hardware building supply 
and distribution center, and a 
materials recycling center, with a 
CETA grant of $200,000. 


A Federal Role for Neighborhood 
Development 

Recent years have seen the evolution 
of hundreds of neighborhood-based 
organizations that supplement the 
activity and resources of local govern- 
ment. Some organizations and indivi- 
duals maintain that Federal funds 
should be kept within government 


entities. Through this process, neigh- 
borhood groups can lobby for certain 
uses of those funds and, in limited 
cases, receive direct funding locally. 
Other groups, however, believe that 
direct funding of community groups 
by the Federal Government is a more 
desirable mechanism. This would 
ensure that revitalization efforts are 
specifically tailored to each neighbor- 
hood and encourage close coopera- 
tion among the local groups and city 
officials. But neither method is 
mutually exclusive. Indeed, revitaliza- 
tion efforts have the best chance of 
succeeding when there is a working 
partnership developed among the 


concerned groups and governments. 
There are precedents of direct 


funding within some Federal agencies 
including HEW, Labor, the National 
Endowment for the Arts, the Com- 
munity Services Administration and 
others. Some HUD programs have 
also been used directly by commu- 
nity development corporations or 
nonprofit housing sponsors. 

Based on the demonstrated accom- 
plishments of previous efforts, Secre- 
tary Harris established the Office of 
Neighborhood Development (OND) 
within NVACP. One of the objectives 
of this newly formed office is to 
increase the number and the capa- 
bility of neighborhood-based develop- 
ment organizations. The office pro- 
poses to do this by identifying and 
supporting successful NDO models 
which coordinate self-help resources, 
private reinvestment and public pro- 
grams for neighborhood revitalization, 
and by managing an intensive tech- 
nology transfer program that will 
replicate these effective local 
programs. 

OND intends to build upon the 
best of a number of worlds—the 
incentive funding of an_ interested 
Federal Government and the private 
sector and the directed planning and 
developmental activities of neighbor- 
hood organizations using the sweat 
equity of neighborhood residents. 


Mr. Nachison is a program and policy 
analyst in NVACP’s Office of Policy 
and Program Development. 





Leveraging and 
the Multiplier 
Effect for 
Neighborhood 
Development 


by Robert J. Corletta 


One of the major goals of the Carter 
Administration is to reorganize the 
Federal Government in order to cre- 
ate greater cooperation and integra- 
tion of programs among agencies. 
This concept of cooperation is not 
new, it was a goal of past Administra- 
tions that went unrealized. However, 
many neighborhood organizations 
have been able to integrate services 
and programs for their communities; 
these should be sustained and ex- 
panded as new Federal initiatives are 
developed. 

Since its establishment in 1970, 
the National Center for Urban Ethnic 
Affairs (NCUEA) has been advocating 
maximum citizen involvement in the 
formulation and implementation of 
domestic policy to improve urban 
neighborhoods. One of the best 
vehicles for participation in the 
policymaking process is neighbor- 
hood organizations. NCUEA currently 
works with 140 neighborhood/com- 
munity organizations in 55 cities and 
27 States, concentrated primarily in 
older industrial cities in the Northeast 
and Midwest. 

Many of these communities have 
recognized that while a single Federal 
effort may produce results in specific 
areas, maximum benefits can be 
achieved through the coordination of 
various programs. 

One key factor in the successful 
establishment of broad-based pro- 
grams to meet local needs is that 
neighborhood organizations have been 
able to use small amounts of Federal 
monies to leverage substantial funds 
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from the private and public sectors.” 
This “economic multiplier effect’’ is 
central to our concept of organizing 
for community and _ neighborhood 
development. 

Through direct funding and tech- 
nical assistance, neighborhood organi- 
zations are able to procure resources 
to administer programs in human 
services and economic development. 
Many of the neighborhood organiza- 
tions we have dealt with have sur- 
passed our expectations in their 
ability to integrate sophisticated pro- 
grams and services at a local level. 
They have received funds from Fed- 
eral agencies, foundations, their city 
and State governments, banks, and 
major corporations as well as from 
the business persons and residents in 
their neighborhoods. They have 
worked to improve city services, 
public works projects, housing and 
commercial strips; and to provide 
jobs, health services, renewed neigh- 
borhood identity, and _ financial 
reinvestment. 

Thus, neighborhood and commu- 
nity organizations have, in a micro- 
cosm, already achieved one of the 
goals of the Administration—the inte- 
gration of programs and services. Any 
efforts on the Federal level should 
take this into account and expand 
the role that neighborhoods are play- 
ing in the formulation, design and 
implementation of national public 
policy. 

In the following pages we show 
how the Economic Multiplier Effect 
has been used by several neighbor- 
hoods. This is followed by a descrip- 
tion of some of the Federal programs 
which have been implemented in 
many communities. 


The Economic Multiplier Effect and 
Community Development 

The economic development of a 
neighborhood is based largely on the 
vitality of volunteers who make up 


* NCUEA assists neighborhood orga- 


nizations in receiving these monies 
for specific research, demonstrations 
and technical assistance programs and 
also provides direct seed grants allo- 
cated by the Ford Foundation. 


the community organization. These 
individuals provide an important pool 
of time and talent which the organi- 
zation uses to develop and implement 
its programs. In the examples cited 
below, the efforts of community vol- 
unteers were instrumental in the 
growth of the revitalization efforts. 

The development of the River East 
Economic Revitalization Corporation 
(REERC) in Toledo is an example of 
an organization multiplying the effect 
of a relatively small investment by 
NCUEA. The organization, begun in 
1974, was raising operating funds for 
1976. The local businessmen raised 
$3,000; this was followed by a grant 
from NCUEA for $12,000. The Greater 
Toledo Corporation matched that 
amount with a $15,000 grant, raising 
the operating fund pool to $30,000. 
The City of Toledo then provided a 
matching Community Development 
Block Grant of $25,000 and the 
Neighborhood Housing Services 
matched the new total with a 
$60,000 grant, giving REERC a 
$115,000 operating budget (see 
chart). 

In the 3 years, REERC was able 
to leverage $270,721 in matching and 
other funds from local, State, Fed- 
eral, and foundation sources. For 
each year, Federal funds were 
matched equally with private funds. 

This $270,721 in REERC’s funds 
for operation and constituency build- 
ing attracted $4.2 million in public 
and private reinvestment in housing, 
commercial and public works im- 
provements. Of the $4.2 million, only 
$1.9 million (45 percent) was public 
monies; the balance came from pri- 
vate reinvestment. 

The following table shows how 
NCUEA grants, and technical assist- 
ance to four local neighborhood orga- 
nizations, were leveraged to obtain 
other funds for operation and consti- 
tuency building. The efforts attracted 
public and private reinvestment in 
housing, commercial and_ public 
works improvements. 


Local 

Baltimore, Maryland, leveraged 
$24,000,000 in social and economic 
development activities over 6 years. 
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NCUEA Input (Federal 
Programs & Ford Foundation) 


Matching Funds—Local (for operation) 


Multiplier for Operations 

(from NCUEA Input) 
NCUEA Input and Matching Funds 
Reinvestment (public and private) 
Multiplier for Reinvestment 


Leveraging Effect 


MACO 
(one yr.) 


REERC 
(three yrs.) 


$ 22,241 $ 12,000 


41,256 
1.87 


258,721 
21.56 


63,497 
1,063,000 
16.74 


270,721 
4,200,000 
15.51 


CENO/PBDO 
(two yrs.) 


SECO and SDI 
(six yrs.) 


$ 25,000 $ 100,000 


600,000 
24.00 


900,000 
9.00 


400,000 
6,035,000 
15.09 


1,000,000 
24,500,000 
24.50 


These represent four community organizations: Michigan Avenue Community Organization (MACO), Detroit, MI; River East Economic 
Revitalization Corporation (REERC), Toledo, Ohio; Providence Business Development Organization (PBDO), Providence, RI; Southeast 
Community Organization (SECO), Baltimore, MD. 


These activities included five new 
schools, a health project, storm 
sewers, road improvements, and com- 
mercial development as well as pri- 
vate investments in mortgages plus 
new businesses. 

Similarly over the past 3 years the 
Congress of Ethnic Neighborhood 
Organizations/Providence Business 
Development Organization (CENO/ 
PBDO) in Providence, Rhode Island, 
has leveraged in excess of $6 million 
including public works money, hous- 
ing improvement monies, private in- 
vestment in the neighborhood and 
city investment in parks and recrea- 
tion. Over and above the $6 million, 
an undetermined amount of private 
money has been reinvested in housing 
and the church improvements. 

In another case, it took only 1 
year for the Michigan Avenue Com- 
munity Organization (MACO) in 
Detroit to double its operating funds 
from an_ initial NCUEA grant and 
attract over $1 million in reinvest- 


ment. 
Up to 2 or 3 years of efforts in 


dollars and technical assistance may 
be necessary before the reinvestment 
process begins to make a significant 
return on investment. However, when 
neighborhood reinvestment begins, 
concerted inputs of talents, technical 
assistance, and operational dollars 
from the venture capital attract 
other reinvestment dollars rapidly. 
The multiplier effect occurs not 
only on a dollar basis but on a 
service delivery basis. For example, 
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NCUEA has made a grant of $15,000 
to Human Growth, Inc., for a coordi- 
nator of a multi-service center in 
Providence, Rhode Island. The build- 
ing and time of other staff will be 
volunteered so that the $15,000 will 
in fact represent $75,000 to $80,000 
in services to the neighborhoods. 


Federal Programs 

The Federal Government already pro- 
vides some individual programs that 
deal with community organization 
and development activities. These 
should be recognized and expanded 
as a basis for the development of 
domestic policy. These programs im- 
plement action consistent with na- 
tional goals and principles; stabilize 
and strengthen neighborhoods; facili- 
tate urban development; strengthen 
neighborhood business and free enter- 
prise; and strengthen local tax bases 
and initiatives. They fit in with the 
growing willingness and capacity of 
such organizations to work coopera- 
tively with government and the pri- 
vate sector. Some examples of govern- 
ment-neighborhood cooperation lead 
us to believe that there is ground for 
more cooperative neighborhood pro- 
grams. The following are programs 
which are administered by NCUEA 
and deserve special mention: 

e In the last months, The Urban 
Neighborhood Revitalization Program 
of the Small Business Administration 
has helped establish Local Develop- 
ment Companies in 11 cities which 
have, in turn, generated $31,500,000 


in finalized and pending loans. This 


effort has maintained and created 
jobs in the communities involved. As 


a result of its successful implementa- 
tion, this program could be used as a 
model to develop other similar proj- 
ects throughout the country. Target 
cities now include New York; Phila- 
delphia and Pittsburgh, Pennsylvania; 
Providence, Rhode Island; Cleveland, 
Ohio; Chicago, Illinois; Milwaukee, 
Wisconsin; Indianapolis, Indiana; 
Saint Louis, Missouri; Denver, Colo- 
rado; and San Francisco, California. 

e The Neighborhood Revitalization 
Strategies Program, funded by Hous- 
ing and Urban Development, is ex- 
amining community _ revitalization 
programs. The project documents the 
methods and processes used by neigh- 
borhoods in Providence, Rhode 
Island, and Baltimore, Maryland, in 
developing their successful revitaliza- 
tion programs. Based on their experi- 
ences, the second phase of the pro- 
gram consists of the initiation and 
operation of the planning and devel- 
opment processes by two demonstra- 
tion neighborhoods in Cleveland, 
Ohio, and Newark, New Jersey. Case 
studies of the experiences of these 
four neighborhoods and a “how to” 
manual are being prepared. 

e The Neighborhood Commercial 
Revitalization Program, funded by 
the Office of Minority Business En- 
terprises of Commerce, has developed 
models for neighborhood commercial 
strip revitalization, reviewed legisla- 
tion concerning urban reinvestment, 
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produced analyses of neighborhoods, 
assessed community attitudes toward 
commercial revitalization efforts, re- 
searched neighborhood organizational 
structures, and undertaken revitaliza- 
tion projects in Providence, Rhode 
Island; Baltimore, Maryland; Toledo, 
Ohio; and San Fernando, California. 
This program, as part of larger revita- 
lization efforts, has contributed finan- 
cial resources and incentives for suc- 
cessful reinvestment in those commu- 
nities. Currently, OMBE central office 
management is being oriented to use 
the tools created by the program. 

e The Community Development 
Credit Union Neighborhood  Eco- 
nomic Development and Stabilization 
Program, with funds from the Depart- 
ment of Commerce’s Economic Ad- 
ministration, provides technical assist- 
ance to develop community-owned 
credit unions becoming self-support- 
ing financial institutions with signifi- 
cant business and home mortgage 
capabilities. This program will serve 
as a national demonstration of the 
viability of credit unions as tools for 
economic revitalization. Credit unions 
in the following five sites have been 
selected for concentration: San Juan, 
Texas, with assets of $2 million; 
Springfield, Massachusetts, with assets 
of $960,000; South Bend, Indiana, 
with assets of $240,000; Hartford, 
Connecticut, with assets of $350,000; 
and Guadalupe, Arizona, with assets 
of $450,000. (Three additional sites 
are now being selected.) 

Based on these results, future ef- 
forts should be designed to foster 
cooperation among the Federal, local, 
and neighborhood levels. The above 
examples support the Administra- 
tion’s initiatives for neighborhood 
participation and responsibility for 
programs and their operations. These 
are indicative of the local potential to 
provide a wide range of needed serv- 
ices to our country’s neighborhoods. 

E 
Robert Corletta is President of the 
National Center for Urban Ethnic 
Affairs, located in Washington, D.C. 
Mr. Corletta previously served as the 
Capital Improvement Program Coordi- 
nator for the District of Columbia. 


16 


Sidenotes on 
Neighborhood 
Revitalization 


Community Reinvestment Act 

The Community Reinvestment Act is 
a part of the amendments of the 
Housing and Community Develop- 
ment Act of 1977. Under this provi- 
sion, federally-chartered financial 
institutions will be required to pre- 
pare reports which document how 
they meet “community credit needs.” 
In the past, a major concern of red- 
lined neighborhoods was that lending 
institutions, which received deposits 
from residents were not putting their 
savings back into their neighbor- 
hoods. The Home Mortgage Dis- 
closure Act was a first step toward 
accountability of these institutions, 
while the Community Reinvestment 
Act goes beyond the intent of dis- 
closure legislation. 

The regulations for the Commu- 
nity Reinvestment Act are being 
developed by the financial regulatory 
agencies. It is important for neighbor- 
hood organizations and public offi- 
cials to be aware of this Act as it will 
be a useful tool to develop reinvest- 
ment strategies. To prepare the re- 
quired reports, lending institutions 
must determine what the credit needs 
are in a given area. They are en- 
couraged to work with community 
leadership and local officials to assess 
these needs. As a result of this 
process, it will be easier to negotiate 
for financial investment strategies in 
certain neighborhoods and to create 
three-sector partnerships (community, 
private and city) to implement this 
activity. 

Many public interest organizations 
have already begun making recom- 
mendations on how the regulations 
should be written and enforced. 


Joint HUD/Labor Project 

High unemployment of youth, par- 
ticularly among blacks and other 
minorities, is a major concern to city 
officials and community groups. In 
addition to no jobs, there are few 


opportunities for training and skills 
development as well. The USS. 
Department of Labor (DOL), in an 
effort to address this concern, has set 
aside a major portion of several pub- 
lic service employment programs to 
focus on hiring youth for community 
and neighborhood development. 
Under its new Youth Employment 
Demonstrations Projects Program, the 
Agency is currently working with 
national and local organizations to 
provide program demonstrations for 
job creation and training for neigh- 
borhoods with a high concentration 
of unemployed youth. Within HUD, 
NVACP is administering a program 
with DOL to provide grants to neigh- 
borhood development organizations 
which link employment and training 
to their revitalization or rehabilitation 
efforts. These demonstrations will, it 
is hoped, provide replicable models of 
coordination for comprehensive 
neighborhood development. The 
neighborhood development organiza- 
tions receiving the grants, will work 
closely with NVACP to gain other 
resources, ensure permanent employ- 
ment of the youth and identify other 
government programs which may be 
incorporated into the local programs. 


Displacement: A Problem 

The problem of displacement is 
quickly becoming a major concern 
not only for neighborhood organiza- 
tions, but for public officials as well. 
The National Association of Housing 
and Redevelopment Officials 
(NAHRO) has established a task force 
to examine displacement. The Senate 
Banking Committee held hearings on 
the problem; and the Urban Con- 
sortium, which works for officials of 
large cities, has ranked displacement 
as an area of priority concern. These 
groups are searching for policies and 
programs which are sensitive to 
revitalization needs of urban neigh- 
borhoods, but committed to improv- 
ing these neighborhoods for their 
current residents. 

The Federal Government, and 
HUD in particular, should be able to 
provide some solutions to this grow- 
ing concern. O 
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“A new agreement form for architects is being 
developed with the cooperation of the American Institute 
of Architects, the organization responsible for overseeing 
the code of ethics for professional architects. Until it is 
approved, owners, contractors and architects involved in 
multifamily projects for which HUD provides mortgage 
insurance or rent subsidies will be required to submit a 
specific statement disclosing any architectural services 
being provided by owners or contractors and the scope of 
those services. This statement will include a_ specific 
warning against making false statements to the United 
States Government. 

“WNhenever an owner or contractor is engaged by the 
design architect to provide services during the design 
stage, the owner will be required to engage an indepen- 
dent architect to provide contract administration during 
the construction stage. Whenever an identity of interest 
exists between owner and contractor, the HUD inspector 
will monitor the construction directly instead of monitor- 
ing the work of the owner’s supervising architect. Such a 
monitoring system was in existence prior to 1968. To 
ensure that such monitoring is done effectively, | have 
ordered a substantial increase in the ratio of HUD inspec- 
tion to projects under construction.” 


—Patricia Roberts Harris, HUD Secretary, 
Audits Management System Press 
Conference, December 22, 1977 


“So long as racial and ethnic minorities continue to 
constitute a disproportionate percentage of the low- and 
moderate-income population, they will continue to be 
among the prime beneficiaries of our services. For blacks 
and other racial and ethnic minorities, and for women, 
thére is still much work to be done if we are to enjoy the 
benefits of a free society.” 


—Secretary Harris 

In remarks at HUD’s observance of Afro-American 
History Month 

Wash., D.C. 

February 2, 1978 


“Last year we made progress toward our national 
goal of a decent home in a suitable environment for every 
American family. 1977 was a good year for housing, 
generally, with total starts exceeding two million. And we 
have renewed the Federal Government’s commitment to 
housing for the needy. 
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“Early last year, the Administration proposed major 
new initiatives to meet the housing needs of low- and 
moderate-income Americans—initiatives which are central 
to our urban development strategy. We had about 
118,000 starts under Section 8 and public housing subsi- 
dized programs in 1977. We look forward to another 30 
percent increase in subsidized housing starts in these 
programs for 1978, and 92,000 starts in the Assisted 
Housing Rehabilitation Loan Programs. We will reassess 
our national housing needs and credit policies designed to 
meet those needs. 

“In 1978, the Administration will strengthen its 
commitment to meet the housing needs of all communi- 


ties with a variety of expanded programs and new initia- 
tives.” 


—President Jimmy Carter, 
State of the Union, Annual Message to Congress 
January 19, 1978 


“Housing is where people live; it is how they identify 
themselves, their families and the relationship to their 
community and city. For rich and poor alike, housing is a 
physical definition of conditions and estate. Surely a 
neighborhood is people. But its image is a sum of the 
quality and kinds of housing it contains and neighbor- 
hood change is most visibly, dramatically and accurately 
reflected in the alternating state of the housing stock. 

“It is important to remember also that housing is a 
major source of private sector jobs. The efforts which 
must be undertaken to rebuild our cities will employ 
many of those now living in depressed urban areas. Where 
properly planned, coordinated housing production can be 
linked to small business loans, union apprenticeship pro- 
grams, and other training efforts that have a potential for 
increasing investment level and economic opportunity for 
the local community. To achieve these objectives, we 
must develop a balanced housing program that stimulates 
production and rehabilitation, emphasizes the mainte- 
nance and improvement of the existing housing stock, and 
blends the old and new. Each city has a different mix of 
housing stock; its own unique needs and characteristics, 
ranging from the totally blighted to the transitional 
neighborhoods. Balanced housing programs must be de- 


signed to meet the diverse conditions found in all our 
communities.” 


—Lawrence B. Simons, Assistant Secretary 

For Housing, Federal Housing Commissioner, HUD, 
National Housing Conference, Inc., 

January 17, 1978 
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Neighborhood 
Development in 
Providence (R.I.) 


by James T. Williams 


There has been much discussion dur- 
ing the past decade or so relating to 
citizen participation in government. 
This article relates the experience of 
the Federal Hill neighborhood of 
Providence, Rhode Island, and the 
role which neighborhood residents 
and their organizations played in eco- 
nomically revitalizing their neighbor- 
hood. 


In June of 1975, Providence Business 
Development Organization began 
operating in two neighborhoods of 
Providence, Rhode Island, through 
demonstration grant monies provided 
jointly by the Office of Minority 
Business Enterprise and the Economic 
Development Administration, with in- 
kind services provided by the City of 
Providence. Program operation was 
the result of an extensive study con- 
ducted by the National Center for 
Urban Ethnic Affairs. The study cen- 
tered on the feasibility of economi- 
cally revitalizing older ethnic neigh- 
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The Providence Business Development Organization was developed for and by the surround- 
ing neighborhood. Executive Director Williams discusses project with caller. 


borhoods in the Nation’s cities. The 
study identified the Federal Hill 
neighborhood of Providence as one of 
those in which commercial revitaliza- 
tion had a reasonable chance of suc- 
ceeding. 

A Federal Hill community organi- 
zation, the Neighborhood Organiza- 
tion of Italian-Americans, utilized 
study results to begin negotiations 
with the City of Providence and the 
Roman Catholic Diocese of Provi- 
dence to build the organizational 
framework necessary to accomplish 
economic revitalization in Providence 
neighborhoods. 

After initial discussions and later 
discussions between the Department 
of Commerce, the National Center 
and Providence representatives it was 
determined that another neighbor- 
hood in Providence should be added 
to the process. The neighborhood se- 
lected was the West End _ neighbor- 
hood of Providence, Rhode Island. 
The resulting organizational frame- 
work included a Board of Directors 
which contained two business and 
one community representative from 
each neighborhood, a representative 
from the Mayor’s Office of the City 


of Providence and a representative 
from the Office of the Vicar for 
Community Affairs in the Diocese of 
Providence. 


Federal Hill 

Federal Hill is a highly ethnic neigh- 
borhood—nearly ninety percent of its 
residents being of Italian extraction. 
The neighborhood at one time 
housed nearly 60,000 people and 
claimed over 200 food markets. By 
1970 the population had dropped to 
18,000, with fewer than 25 markets 
and a constantly dwindling commer- 
cial base. The neighborhood, how- 
ever, was well organized with a strong 
community organization, many strong 
church-affiliated groups and a nearly 
50-year-old businessmen’s association. 
In addition, the commercial establish- 
ments which remained were relatively 
stable. 

The West End, a larger neighbor- 
hood of nearly 34,000 people is one 
which is often said to be “changing.” 
It is one of the oldest neighborhoods 
in Providence and contains many 
homes and structures of historical sig- 
nificance. The neighborhood — for 
many years had a stable minority 
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population, but the advent of Urban 
Renewal programs in_ other  pre- 
dominately minority neighborhoods 
caused a new influx of black, and 
more recently, Spanish-speaking fami- 
lies to the neighborhood. 

The neighborhood had at one time 
been organized and in the past two 
years has become factionalized. In 
addition there exists no businessmen’s 
association and several attempts to 
form one met with limited response. 
The differences between the two 
neighborhoods caused Providence 
Business Development Organization 
and the city to adopt different strate- 
gies for each neighborhood. The fol- 
lowing considerations were deemed 
essential for economic revitalization 
of the neighborhood: 


e@e A  Market—As neighborhoods 
change and population centers shift, 
all too often neighborhood business 
establishments continue to do busi- 
ness in a traditional manner without 
regard to the change which has taken 
place in their market area. We suggest 
it is vital for commercial corridors to 
identify their market area and to 
change their method of doing busi- 
ness, if necessary, to provide those 
goods and services most necessary to 
serve that market. 


e Commercial Stability—The neigh- 
borhood shopping centers and com- 
mercial strips in many of our Na- 
tion’s cities are all too often marked 
by boarded-up buildings and noted 


for a high turnover rate of local 
business establishments. It is our con- 
tention that the appearance of a cor- 
ridor must be changed and the turn- 
over rate must be affected before 
attracting new businesses or encourag- 
ing local businesses to expand can be 
considered. 


e Community Image—A definite 
correlation exists between loss of 
confidence from neighborhood resi- 
dents and local merchants in a neigh- 
borhood and the eventual deterio- 
ration of that neighborhood. While it 
is not certain which happens first, the 
cut-off of private investment or the 
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disinvestment by financial institutions 
and the public sector, by reinstilling 
that confidence within the neighbor- 
hood and making the neighborhood 
once again ‘feel good about itself,” 
private investment can be _ ‘re- 
established. Once the people doing 
business and living in that neighbor- 
hood begin to personally reinvest 
they can then go to financial institu- 
tions and the local government and 
ask them to respond in kind. 


e Investment Incentives—Inasmuch 
as many neighborhood shopping cen- 
ters are not considered desirable 
places in which to do business there 
must initially be some sort of finan- 
cial incentive used as a carrot with 
which to attract business develop- 
ment. Those financial incentives can 
take the form of tax abatements, 
lower interest rates, venture capital 
monies, interest subsidies, or techni- 
cal assistance. It is equally as impor- 
tant to remove some of the disincen- 
tives for doing business on a neigh- 
borhood commercial corridor, such as 
restrictive zoning clauses, prohibitive 
tax rates, redlining, increased security 
risks, or escalating insurance cost. 


e Potential Entrepreneurs—A busi- 
ness development organization must 
be willing to recruit, help finance and 
provide management assistance to po- 
tential entrepreneurs who are interesi- 
ed in starting businesses within the 
neighborhood commercial corridor. 


‘ 
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Small businesses in Providence are adapting 
to the changing marketplace. 
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Particular attention should be paid to 
locating neighborhood residents to af- 
fect economic stability within that 
neighborhood. 

Responsive Local Govern- 
ment—Every effort should be made 
to work with local governmental 
agencies to assure the provision of 
whatever assistance and services are 
necessary to help a neighborhood re- 
vitalize and rehabilitate itself. 


Market Analysis 

One of the next questions concerned 
areas Providence Business Develop- 
ment and neighborhood people could 
most affect: what had already been 
done and where to begin. Since 
money was available in the planning 
grant budget, and since knowing the 
market appeared to be of prime im- 
portance, it was determined that a 
market analysis of each neighborhood 
be taken. The market analysis did 
little, quite frankly, other than rein- 
force what most people dealing with 
both of these neighborhoods instinc- 
tively knew. It did, however, serve to 
begin building that confidence factor 
sO necessary to the turnaround of 
Federal Hill. The market analysis for 
Federal Hill showed that the market 
potential of the Hill was limited only 
by the imagination and agressiveness 
of the Federal Hill merchants. 


New Commission Formed 

PBDO began organizing a Neighbor- 
hood Economic Revitalization Com- 
mission. 

That Commission first asked for 
and received a funding commitment 
of $50,000 from the Mayor’s Office 
of Community Development for 
physical improvements throughout 
the Federal Hill area. The Revitaliza- 
tion Commission wou!d plan and de- 
sign the projects. A short two months 
later the Revitalization Commission 
demonstrated its effectiveness as a 
planning organization by submitting a 
proposal to the Mayor’s Office of 
Community Development for the ex- 
penditure of that $50,000. Proposed 
expenditures were of such a nature as 
to benefit both the mercantile com- 
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1. & 2. Mayor Vincent A. ‘‘Buddy” Cianci 
mingled with the gathering at the St. 
Joseph's Day Festival. 
3. The Festival drew attention to revitali- 
zation of the Atwells Avenue commercial 
corridor (Federal Hill). 


munity and the residential communi- 
ty of Federal Hill. In addition, propo- 
sals were made to utilize some of 
those funds as matching monies for 
Bureau of Outdoor Recreation funds 
and to utilize voluntary neighborhood 
construction help wherever feasible 
on neighborhood projects, to maxi- 
mize the impact and effect of the 
$50,000 grant. Upon submission of 
that proposal the Commission next 
requested an appointment’ with 
Mayor Cianci to discuss the prepara- 
tion of a neighborhood street revitali- 
zation plan to be submitted for 
EDA/Public Works financing. 

The twenty-four-member Neigh- 
borhood Revitalization Commission 
began meeting weekly in early August 
to plan and design the street revitali- 
zation program with the design staff 
of PBDO and two neighborhood plan- 
ners, provided by the city, serving as 
technical assistants. The process was 
one in which the neighborhood resi- 
dents and business people decided 
upon specific areas they would like 
to see revitalized and renovated. The 
planners and design staff then pre- 
pared a series of options from which 
the neighborhood could choose. 

The planning process took ap- 
proximately six weeks and on Sep- 
tember 21, a street revitalization plan 
was presented to Mayor Cianci and 
city department heads. 

Within twenty-four hours after the 
presentation of the street revitaliza- 
tion program to the Mayor and his 
staff, the two Democratic Council- 
men serving the Federal Hill neigh- 
borhood objected to the Republican 
Mayor’s involvement in their neigh- 
borhood. Their reaction, however, la- 
ter turned out to be very favorable to 
the neighborhood in that they re- 
quested the Providence Renewal 
Agency to set aside four million dol- 
lars of its bonding authority to un- 
dertake the street revitalization proj- 
ect on Atwells Avenue should the 
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Holy Ghost 
renovation 


Church (Federal Hill) before 


public works application not be 
funded. Although it is strictly conjec- 
ture, there is a great deal of feeling 
on Federal Hill that had the plan not 
been the neighborhood’s, but rather 
the brainchild of City Hall, the Coun- 
cilmen could have opposed it and 
tried to halt its undertaking in the 
neighborhood. 

Since the plan was, in fact, the 
neighborhood’s they simply had to 
find another alternative for financing 
it rather than lose the favor of their 
constituency. This single example, 
probably more than any other during 
the past 30 months, has proven the 
value of including a_ broad-based 
neighborhood organization in the 
planning and design of any public 
works projects which occur within a 
neighborhood. It was also fortuitous, 
since the project did not receive EDA 
approval and had to be financed by 
the Renewal Agency. 


Storefront Improvement 

The City of Providence, during this 
time initiated a Storefront Improve- 
ment Program to provide investment 
incentives to neighborhood mer- 
chants. The program provides for a 
33-1/3 percent grant for storefront 
design and renovation approved by 
the Architectural and _ Historical 
Board of Review of the Mayor’s Of- 
fice of Community Development. The 
program is intended not only to pro- 
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vide incentive for storefront redesign, 
but also to guarantee that design and 
renovation will be in good taste and 
consistent with the architectural integ- 
rity of the neighborhood commercial 
corridor as a whole. 

In the two and one-half years in 
which the neighborhood revitalization 
program has been working in the 
Federal Hill neighborhood of Provi- 
dence there have been 29 new busi- 
nesses opened; 14 businesses have ex- 
panded, with another five undergoing 
significant facade or interior renova- 
tion. A total of $1.2 million in pri- 
vate money has already been invested 
in Federal Hill, and over 110 new 


jobs have been created. All of this 
has occurred without city or Federal 
money being invested in bricks and 
mortar along the commercial strip. 
The groundbreaking was slated for 
January, 1978. 


kod Seca ES a“ - 
Rendering of Holy Ghost Church after 
renovation 


New Emphasis 

This year the revitalization process 
shifts emphasis to the West End 
neighborhood of Providence with 
some program changes. The city has 
formalized the coordination of city 
services in the form of an interdepart- 
mental group consisting of the heads 
of all Departments responsible for 
servicing the West End neighborhood. 
That group will meet regularly with 
members of the PBDO staff and 
Board to examine ways to maximize 
commercial revitalization through the 
coordinated delivery of city services. 


Inasmuch as a track record now 
exists in Providence for neighborhood 
revitalization, PBDO staff and Board 
can concentrate much more on the 
business development and _ financial 
packaging aspects of the program 
than had been possible in the past. 

In addition, the city and PDBO 
expend a great deal of energy in 
simply being funded. Outside fund- 
ing, whether from a Federal agency, 
private sources or foundations, is 
essential to this process. If a neigh- 
borhood development organization is 
to advocate effectively for the people 
with local governments, it cannot de- 
pend upon those local governments 
for its financial support. In the case 
of PBDO, we were initially funded 
for five months (extended to seven); 
three and one-half months after funds 
ran out we received a contract for 
One additional year’s funding retroac- 
tive to the end of the previous fund- 
ing period. On the final day of the 
second year’s funding we received a 
telegram telling us that no further 
funding would be forthcoming. We 
received a two-month grant extension 
and then obtained subsistence level 
funding from the City of Providence. 

During this process the whole staff 
turned over, except for the director, 
and the people on the street weren't 


sure whether to deal with us or not. 
Eight months later we again received 


a funding commitment for one more 
year and received our initial check 
midway in the’ fourth program 
month. 

City neighborhoods did not de- 
cline overnight and are not going to 
be revitalized during a one-year pro- 
gram period. If we are going to be 
commited to saving urban neighbor- 
hoods then commit we must. Let’s 
begin to look beyond those shackling 
regulations which deter long range 
commitments and begin to provide 
continued assured funding adequate 
enough to permit planning and long 
term enough to secure the people 
necessary to accomplish these tasks. 

O 


Mr. Williams is Executive Director of 
the Providence Business Development 
Organization. 





The Outlook for 
Housing and the 
Mortgage Market 
In 1978 


The following is excerpted from 
Mortgage Bankers Association News 
Release No. 890. For a copy of the 
full Statement, contact John Mazor 
(202) 785-8333. 


John M. Wetmore 

Chief Economist, 

Mortgage Bankers Association of 
America 


Historical Trend 

Since the Korean War, housing starts 
increased three years in a row only 
one time. That was during the early 
1960s. With this historical back- 
ground, it is only natural to question 
whether housing starts can possibly 
increase in 1978, making it the third 
year of the current cyclical upswing. 

Another source of worry is the 
present consensus about the econo- 
mic outlook for 1978. Rea/ growth in 
economic activity is expected to be 
slower than in 1977, which would 
tend to slow housing demand. At the 
same time, interest rates will be on 
an upward trend, raising old fears of 
the spectre of disintermediation at 
the thrift institutions which would 
curtail housing activity. 

During the past two years, the 
Real Estate Industry has been strain- 
ing to accommodate the record de- 
mand for single-family housing. And 
the mortgage lending industry has al- 
so been straining to accommodate the 
record demand for funds to support 
this spectacular real estate activity. 
So it is a healthy sign when we 
attempt to maintain a proper perspec- 
tive and stay in touch with reality. 
Otherwise, our euphoria may lull us 
into believing activity will increase 
forever and that downside moves in 
real estate cycles are dead. 
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Future Seems Bright 

Do not, however, confuse realism 
with doom and gloom. This is not 
the case. The prospects for 1978 are 
very bright. Sales of existing homes 
will set another record in the coming 
year. Housing starts, especially single- 
family starts, will increase further 
during 1978. And _ even greater 
amounts of mortgage funds will be 
used to finance this activity. The 
realism in this scenario is that the 
increases in the next 12 months will 
be much smaller than they were dur- 
ing the last 12 months. And those 
increases will not come as easily. 
Very simply, everyone in the real 
estate and mortgage financing busi- 
ness must strive even harder to keep 
pace with people’s accelerating desires 
for housing. 


Understanding Housing Boom 

The key to understanding the current 
housing boom is the desire of con- 
sumers to upgrade their housing ac- 
commodations. The strong increases 
in employment levels and dollar in- 
come provide the ability for con- 
sumers to translate their desire into 
actual demand. In most housing mar- 
kets, it is this desire that has led to 
the current housing boom. There are 
a few rare exceptions where absolute 
shortages of shelter exist. The de- 
velopment of the oil fields on the 
north slope in Alaska created instant 
shortages. This cannot be said for 
Southern California, where the hous- 
ing shortages in Orange County are 
adjacent to the housing surpluses in 
central Los Angeles. 

What is the nature of this up- 
grading? What do consumers want in 
the way of housing? In a recent 
survey, families were asked to give 
their most desired form of housing. 
For 85 percent, the answer was the 
detached single-family dwelling unit. 
This desire is above achievement even 
for those groups that have the highest 
proportion of homeownership. About 
three-fourths of these families with a 
household head between ages 40 and 
65 own their own housing. So aspira- 
tions for homeownership are still sig- 
nificantly above its achievement. 


While the level of achievement has 
increased significantly over the past 
three decades, the greatest improve- 
ment has come in this decade. This 
has come in two forms: First, an 
increase in the proportion of families 
that own their housing; and second, 
significant upgrading of housing ac- 
commodations. Most families, when 
they move—whether from one rental 
unit to another or from one owner- 
ship unit to another—upgrade their 
housing. 


Summary 

It is easy to summarize long-term 
trends in the demographics of hous- 
ing demand. In the middle of the 
1970s, the housing market crossed 
the threshold of a single-family hous- 
ing boom that will continue through 
the rest of this decade and through- 
out the decade of the 1980s. This 
boom in home construction will far 
exceed, in absolute numbers, the pre- 
vious single-family housing boom dur- 
ing the post-war housing shortage of 
the late 1940s and 1950s. In relative 
terms, by the end of the 1980s the 
proportion of single-family starts will 
match the early post-war boom, with 
single-family houses accounting for 
85 to 90 percent of housing starts 
just as they did in the late 1940s and 
1950s. 

The next area to examine is the 
cyclical nature of housing demand. It 
is important to recognize that hous- 
ing demand is cyclical and to under- 
stand the forces of cyclical change. 
Basic to all housing demand analysis 
is the number of new households 
formed. This follows a definite cycli- 
cal pattern. As jobs become more 
plentiful and as incomes rise, house- 
hold formations rise; and conversely, 
when jobs are hard to come by and 
incomes do not rise, household for- 
mations lag. Nearly half the new 
household formations are single per- 
son households. (The census calls 
them primary individual households.) 
If the young adult just out of school 
finds it difficult to get a good paying 
job, he will live at home or share 
living quarters with various friends. 
Then, as jobs become more plentiful 
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at higher levels of pay, the young 
adult quickly moves into a separate 
housing unit. The very fact that such 
a large share of household formations 
are now in the single person category 
makes housing demand much more 
sensitive to cyclical fluctuations and 
raises the magnitude of these fluctua- 
tions. 

Migration is the second component 
of housing demand and is also related 
to employment levels. When the over- 
all economy is expanding, then 
growth in jobs in the cities with 
strong economic activity exceeds 
local supplies of labor and, in turn, 
migration picks up dramatically. 

Since most houses are not placed 
on wheels and moved along with the 
families, new housing must be built 
in the employment growth centers. 
Conversely, a recession reduces job 
migration and thereby reduces the 
need for new housing construction. 

The third component of housing 
demand is the ability and desire of 
consumers to upgrade their housing. 
More than half, possibly as high as 
three-fourths of the moves from one 
housing unit to another involve up- 
grading—and_ usually a_ substantial 
amount of upgrading. Since only one- 
fourth of those people who move 
relocate to a different metropolitan 
area or county, this means most up- 
grading is done within the same com- 
munity. When employment and _ in- 
comes are rising, and when consumer 
confidence is rising, a larger number 
of consumers translate their ability 
and desire for better housing into 
reality. But if consumer confidence is 
shaky, increased housing expenditure 
becomes a very postponable item. Af- 
ter all, most families do have ade- 
quate shelter. 

The fourth component of consum- 
er demand also is cyclical. To what 
extent do current income and relative 
housing prices and other costs pro- 
vide incentive for upgrading? If in- 
terest rates rise sharply over a short 
time period, consumers do not have 
incentive for moving because the 
monthly payment on another house 
at the new higher interest rate is so 
completely out of line with the exist- 
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ing monthly payment. At the other 
end of the cycle, as interest rates 
move to more reasonable levels and 
after incomes have risen during the 
interim, the decision turns in favor of 
upgrading. 

These four demand _ factors— 
household formations, migration, con- 
sumer confidence and the relative 
benefit of upgrading—are all cyclical 
in nature. They all respond to 
changes in employment and income 
levels. 


Cyclical Factors on Increase 

In 1978, each of the four cyclical 
factors will be stronger than in 1977. 
Household formations are increasing, 
migration to major employment cen- 
ters is increasing, consumer confi- 
dence about housing is rising and the 
relative benefit of upgrading is high. 
All this must be added to the strong 
demographic forces pushing toward 
single-family housing. 

Most evidence in the housing mar- 
ket supports a forecast of higher 
single-family starts next year. Sales of 
existing homes have shattered records 
regularly for the past two years. New 
home sales are at very high levels. 
Sales prices of both new and existing 
homes have kept pace with the infla- 
tion in construction costs over the 
past decade. Thus, builders have in- 
centive to increase activity. The huge 
inflation-created equity in existing 
housing, coupled with rising income 
levels has boosted the ability of 
homeowners to upgrade their hous- 
ing. Surveys indicate a record number 
of consumers plan to buy houses in 
coming months. The conclusion is 
very simple—the consumer is not 
going to roll over and play dead in 
the housing market in 1978. 

Even the apartment area is show- 
ing some additional strength. Vacancy 
rates are relatively low. Rents are 
rising rapidly in some strong housing 
markets and the HUD subsidy pro- 
grams are helping boost apartment 
starts. 

The constraints on housing in 
1978 will come primarily from the 
supply side. Shortages of construction 
materials are already apparent in 


gypsum wallboard, insulation, bricks, 
cement, lumber and plywood. Short- 
ages of skilled construction labor 
have appeared in the strong housing 
markets. Fully developed building 
lots with water and sewer connec- 
tions are in short supply in many 
major housing markets. All this 
means even higher inflation in resi- 
dential construction costs in 1978. 

While mortgage financing will be 
more expensive next year, there will 
be no shortage of mortgage funds. 
Savings flows to thrift institutions 
will decline to more normal levels 
after the exceptionally high records 
of the past two years. This means 
even more mortgage funds will be 
attracted from the capital markets in 
1978 to meet the demand for mort- 
gage financing. This process will be 
aided by mew secondary market 
tools: The GNMA _ Guaranteed 
Mortgage-Backed Security, higher 
mortgage limits under the FHA In- 
surance Program, and higher mortgage 
limits on conventional mortgage pur- 
chases by FNMA and FHLMC. In 
addition the life insurance companies, 
after a decade of inactivity, are now 
entering the conventional _ single- 
family mortgage market again. 

The outlook for the private non- 
residential construction sector is an 
uneven mixture. Small strip shopping 
centers will continue strong as a di- 
rect result of high levels of residential 
construction. Construction of giant 
regional shopping centers will lag. Of- 
fice buildings are beginning to show 
signs of life in some major markets 
but will still lag elsewhere. Rising 
economic activity is bringing a revival 
of warehouse and light industrial con- 
struction. But the burst of capital 
spending for new plants appears to be 
on the horizon for 1979 rather than 
1978. Thus, the strongest cyclical in- 
creases in nonresidential construction 
are likely at some time beyond 1978. 
This means nonresidential activity 
will keep growing in 1979 and 1980 
providing continued stimulus for fur- 
ther growth in the economy. 

In conclusion, this is an optimistic 
forecast for housing in 1978 and for 
the economy in 1978, and beyond. 0 
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Continuation in 1978 of a brisk level of new home 
construction and of home price escalation is foreseen by 
the National Association of Realtors. In its annual 
“Market Outlook,”’ the association predicts 1.95 million 
private housing starts in the coming year, with nearly 75 
percent being single-family homes. 

Although the pace of new and existing home sales 
appears promising, the report says, no diminishing of the 
price of homes is in the offing. Anticipating the price 
increase of from 8 to 10 percent in 1978, Realtor 
economists estimate that the median price of an existing 
single-family home will be nearly $50,000 and that of a 
new home will be about $55,000 by the end of 1978. 


Delegates to the Third National Rural Housing Con- 
ference, which convened December 5-7 in Washington, 
DC, adopted a resolution recommending a new Federal 
agency to consolidate all existing programs affecting hous- 
ing for the rural poor. 

Over 600 persons representing rural areas attended 
the conference sponsored by the Housing Assistance 
Council, Rural America, Inc., and the National Rural 
Housing Coalition. 

The adopted resolution recommends _ that 
‘.... Federal housing and community development pro- 
grams in rural areas shall be reorganized into one single- 
purpose agency for rural development and that this 
agency should focus on the needs of the poor and not be 
dominated by agribusiness or urban interests.”” A copy of 
the resolution is being sent to President Carter. 

While suggesting specific improvements in the pro- 
grams and operations of the Farmers Home Administra- 
tion (FmHA), the Conference urged that any new agency 
be organized along FmHA lines, maintaining the county 
structure which provides easy access and personalized 
counseling and servicing to rural residents. 


‘ 


Although Americans continue to be among the most 
geographically mobile people in the world, recent Census 
Bureau figures seem to indicate that the rate of 
mobility—the percentage of the population moving each 
year—is declining. From an average annual rate of 20.1 
percent recorded by the Census Bureau between 1958-61, 
the rate slipped to 19.1 percent in the 1968-71 period 
and to 17.7 percent between 1975-76. At the present 
rate, the average American moves only 12 times in his 
lifetime. Whereas, in the opinion of the Census Bureau 
analysts, Americans once led the world in geographic 
mobility, Australians and Canadians now rank alongside 
Americans as the most mobile people. 


A unique recreational complex for the handicapped—a 
large-scale project of national significance—is taking shape 
in West Virginia on land donated by Consolidated Gas 
Supply Corporation, it is reported in the company’s 
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Winter, 1977 issue of HORIZONS. The complex, known 
as White Oak Village, will be part of a comprehensive 
recreational facility of more than 2,600 acres—Mount- 
wood Park. The White Oak Village concept is based on 
the lack of adequate recreational facilities specially de- 
signed for handicapped persons to enjoy both outdoor 
and indoor and to do so if they so desire within the 
framework of a family-oriented vacation or outing. 


The appointment of Warren James Dunn as Deputy to the 
Assistant to the Secretary for Public Affairs was 
announced on Jan. 1 by HUD Secretary Patricia Roberts 
Harris. Dunn, who has an extensive background in 
corporate, public and governmental public affairs and 
communications, comes to HUD from the National 
Cancer Institute, where he set up a nationwide public 
information program for the Institute’s 19 Comprehensive 
Cancer Centers. In his new post at HUD, Dunn will be 
directly responsible to Bill M. Wise, Assistant to the 
Secretary for Public Affairs. 


In late December 1978 HUD announced a major policy 
change in the way it allocates housing assistance funds, 
enabling the department for the first time to target its 
resources to major cities. The new policy enables HUD’s 
field directors, where practicable, to channel directly to 
the central city funds authorized for low-income rental 
assistance (Section 8) and public housing. 

Formerly the funding authority was _ generally 
allocated to the Standard Metropolitan Statistical Area 
(SMSA), of which the central city is a part, and the city 
had to compete with the suburbs for the available subsidy 
dollars. 

Announcing the change, HUD Secretary Patricia 
Roberts Harris said the overall amount available to an 
SMSA will remain unchanged and will include the allot- 
ment to the central city. She emphasized that the suburbs 
and other areas outside the central city will still continue 
to get their fair share of low-income housing assistance 
funding authority according to their needs. 


Patricia M. Worthy of Washington, D.C. was appointed by 
HUD Secretary Harris to be Deputy Assistant Secretary 
for Regulatory Functions in the Office of Neighborhoods, 
Voluntary Associations, and Consumer Protection. 

Ms. Worthy has responsibility for HUD’s regulatory 
programs that protect consumers. They include Interstate 
Land Sales Registration, the Federal Mobile Home Stand- 
ards program, the Real Estate Settlement Practices pro- 
gram, lead-based paint poisoning prevention and energy 
conservation standards enforcement. An attorney, Ms. 
Worthy came to HUD from the law firm she formed in 
April 1976, which specialized in fair employment and 
housing. 
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international affairs 


European Housing Experience: Its Applicability in the U.S. 


The pertinence of European rehabilitation policies and 
programs to efforts in the U.S. emerges most clearly, 
perhaps, in the similarity of the challenges offered on 
both sides of the Atlantic. The knotty problems involved 
in abandonment, temporary relocation, increased rents 
after rehabilitation, improving rehabilitation technology, 
citizen participation—indeed, the full litany of difficulties 
encountered from one end of the rehab process to the 
other—all have a familiar ring wherever efforts are made 
to surmount them. Described below are some elements of 
European policies and programs that seem especially 
applicable to the fulfillment of rehabilitation goals in 
American communities. 


Measuring Housing and Environmental Quality 

The most significant factor in the emphasis of European 
nations on the economic objectives of rehabilitation is 
their refinement of techniques to measure housing qual- 
ity, suitability for rehabilitation, and even cost ranges—on 
a national as well as a community scale. 

Development of these techniques has placed the 
British government in an unusually good position to 
program improvements in relation to known needs, as 
well as to measure their progress. By quantifying the 
number of dwellings that are substandard and improvable, 
the British are able to formulate economic objectives for 
their programs—that is, the number of dwellings to be 
improved. Since the process is repeated every 5 years, 
they have a yardstick for measuring their progress. The 
French also have developed a method of measuring hous- 
ing quality which yields approximate rehabilitation cost. 
Their system is said to involve only 5 minutes per 
dwelling and can be used by untrained surveyors. 


Alternatives for Delivering Improvement Programs 

British and French experience suggests that a very high 
degree of competence can be assembled in the types of 
nonprofit, nongovernmental, and quasi-public entities that 
deliver their housing rehabilitation programs. In Britain, 
the municipal government’s capacity to participate in or 
deliver the programs can be augmented through the use of 
housing associations. Roughly equivalent to U.S. non- 
profit housing corporations, they specialize in rehabilitat- 
ing substandard properties for low-income tenants. 

In France, another type of quasi-public organization 
has moved into prominence. These are the Building 
Restoration Associations (AIRMs), the principal delivery 
agents for French housing improvement grants, which are 
never delivered by the municipalities. The rationale for 
employing such delivery mechanisms is that it is more 
practical to assemble a limited number of skilled teams 
within these organizations than to attempt to generate the 
necessary technical competence in the municipalities. 

There is a substantial variance in the methods of 
“delivering” rehabilitation programs in Europe. Whatever 
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the arrangement, however, the adaptability of the organi- 
zational structure to the needs of the citizens permits 
them to avoid a problem often encountered in the U.S.: 
the delegation of delivery responsibility to a unit of 
government that may inherently lack the capacity to 
handle the responsibility. 


Area Rehabilitation 

There is a consensus throughout western Europe that 
rehabilitation efforts are more productive when they are 
concentrated within specifically delineated areas. A num- 
ber of interesting systems approaches to large-scale reha- 
bilitation have emerged from the experience with the 
“area’’ concept. In particular, the British ‘‘area teams’’ 
that deliver rehabilitation services in Housing Action 
Areas and General Improvement Areas might be studied 
as models of effective and efficient administration. 

The French.concepts of “grouped operations,”’ “pro- 
grammed operations,” and “grouping of files’’ provide 
lessons about negotiating large-scale construction con- 
tracts. English and French experience with large-scale 
public housing modernization contributes significantly to 
the state of the art. Most impressive is the German 
contribution to rehabilitation techniques and_ tech- 
nology—including prefabrication of components used in 
rehabilitation and systematic organization of the “‘works.” 
The detailed German staging plan for all components of 
large-scale projects, including meticulous programming and 
charting of activities, is probably without parallel. 


Incentives to Rehabilitation 
In Great Britain and on the Continent there is substan- 
tially more emphasis than in the U.S. on the use of grants 
to cover a specified percentage of rehabilitation costs, 
rather than on direct, below-market-interest-rate loans. 
The European theory is that the recipient can obtain any 
necessary, complementary financing through loans, which 
are usually available from the government if not from the 
private sector. The notion that rehabilitation grants are 
available “by right’’ has been prevalent in Great Britain. 
The European system of “stacking’’ subsidies to 
achieve historic preservation objectives is a mechanism we 
may well want to consider. Finally, European use of 
housing allowances to offset rent increases in dwellings 
that have been improved is an approach that could offer 
relief to a major problem in the U.S. 


—From a summary and analysis by Robert J. Dumouchel 
of a longer study by Robert Hale, Jr., both prepared for 
the National Association of Housing and Redevelopment 
Officials. Mr. Dumouchel’s summary will be published by 
NAHRO this spring. For further information contact 
Mary Nenno, NAHRO, 2600 Virginia Ave., N.W., Wash., 
D.C. 20037. 





Cooperative 
Housing- 

A Viable 
Alternative 
to the 
Rental 
Market 


by Ernie Eden 


City planners and housing officials 
are enjoying increased Federal fund- 
ing for neighborhood improvement. 
From city to city the impact is evi- 
dent in physical revitalization and 
increased economic activity. But the 
impact isn’t all positive. 

What is bad is that the low- and 
moderate-income renters are being 
squeezed out. No one is dealing with 
what is happening to the residents in 
these improving neighborhoods. 
Recent developments in  Boston’s 
South End, Brooklyn's Park Slope, 
Queens Village in Philadelphia, and 
Adams-Morgan in Washington, D.C. 
point to both benefits and problems. 

On the one hand, affluent young 
newcomers are rehabilitating once fine 
housing causing a striking revival of 
decayed neighborhoods. City leaders 
welcome what it does to the tax 
base. Merchants follow in the wake 
of revival, revitalizing once boarded- 
up commercial areas with shops and 
small businesses. 

On the other hand, thousands of 
the poor are floating from one neigh- 
borhood to another, pressured by the 
forces of the marketplace. Eviction 
notices spread fear and resentment 
throughout the neighborhood. Crime 
and vandalism increase. Many people 
will move a short distance, only to be 
evicted again and again. The mostly 
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white newcomers move deeper and 
deeper into black and Hispanic areas. 

Speculation in these areas runs 
rampant.” In one neighborhood of 
Washington, D.C., a house was pur- 
chased for $5,000 in March, 1977. 
The same day it resold for $10,000. 
This example is repeated each day. 
Clearly, poor people cannot afford to 
remain in their neighborhoods any 
longer. 


Cooperative Housing 

There is an alternative to both the 
massive displacement of poor people 
from their neighborhoods and the 
continuing erosion of urban neighbor- 
hoods and their tax bases. Both 
cooperative housing, owned by the 
residents of the units, and commu- 
nity-owned housing, owned by a 
community-based nonprofit corpora- 
tion, provide a way to stabilize neigh- 
borhoods, to improve the housing 
stock, and at the same time, to pro- 
vide housing at a reasonable price for 
people of different income levels (see 
box). In most cities, however, these 
alternatives are not being taken 
seriously. 

Cooperative or community owner- 
ship of housing is not a solution for 
everyone. It is primarily an_alter- 
native to renting. People who can 
afford to purchase their own indivi- 
dual homes do not need cooperative 
or community-owned housing (al- 
though many people have sold their 
homes and moved into cooperatives). 
However, a recent study by the 
Harvard-MIT Joint Center for Urban 
Studies estimated that 75 percent of 
all American families could not 
afford to purchase a median-priced 
new house at 1975 prices. With the 
average price of new housing climbing 
every year, homeownership becomes 
an increasingly slim possibility for 
more and more people. To the large 


*Speculation is the practice of private 


developers buying and _ re-selling 
properties for increased prices within 
relatively short periods of time. In- 
creased costs may or may not be 
related to additional repairs on the 
properties. 


percentage of renters who find them- 
selves at the mercy of speculative 
and/or absentee landlords, coopera- 
tive ownership could be an attractive 
alternative. 


Economic Benefits to the Members 
The economic benefits of the owner- 
ship of housing by a _ nonprofit 
Organization are significant. With the 
landlord removed as a factor in hous- 
ing costs, tenants do not have to pay 
the costs of speculative profits or of 
turnovers in ownership. Once the 
initial monthly charge is set, only 
increases in local taxes, utilities, or 
other operating expenses can cause a 
hike in the monthly charge. The prin- 
cipal and the interest payments re- 
main fixed for the life of the mort- 
gage, often as long as 40 years. 

In three cooperative buildings 
completed in 1973 by Cooperative 
Services, Inc., of Detroit, co-op 
members pay between $87.00 and 
$114.00 (including uiilities) for their 
efficiency and one-bedroom apart- 
ments. Tenants in limited-dividend, 
investor-owned buildings constructed 
in the same year, and with Section 
236 assistance identical to that of the 
co-op buildings, pay monthly rents of 
$135.00 to $225.00. The co-op build- 
ings are air-conditioned, while their 
investor-owned counterparts are not. 

There are other economic benefits 
to cooperative ownership. Since there 
are no individual mortgages, a mem- 
ber has no personal liability on the 
mortgage. The nonprofit corporation 
is legally responsible for paying off 
the whole mortgage. Members of such 
corporations are able—like all indivi- 
dual homeowners but unlike 
renters—to deduct their share of taxes 
and of mortgage interest paid by the 
cooperative. Further, initial entry 
costs in cooperatives can be as low as 
the equivalent of one or two months’ 
rent. These factors combine to make 
nonprofit housing cooperatives a 
viable alternative to renting for low- 
and moderate-income people. 

Cooperative or community owner- 
ship can also have a positive impact 
upon the physical condition of the 
buildings themselves and upon the 
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surrounding neighborhood. Co-op 
residents realize that the more main- 
tenance work they do themselves and 
the less vandalism there is to the 
property, the lower the monthly 
charge will be, and the more pleasant 
their surroundings will be. Shared 
responsibility for maintenance _ in- 
volves residents in maintaining and 
even improving their buildings’ 
physical conditions. Absentee owners 
have no such incentive for improve- 
ment and care. 


Armistead Gardens 

Armistead Gardens in Baltimore is a 
case which illustrates this point. This 
1,523-unit development was built in 
1939 by the Baltimore Housing 
Authority. It was operated as public 
housing until 1957, when it was con- 
verted to a cooperative. Prior to 
conversion, Armistead Gardens had 
30 percent rent delinquency, 250 
vacant units, high turnover, and ex- 
tensive, systematic teenage vandalism. 
Soon after Armistead Gardens be- 
came a cooperative the vandalism 
stopped. Within six months the co-op 
was fully occupied. It hasn’t had any 
vacancies since then. Rent delin- 
quency dropped to 5 percent during 
20 years as a co-op, and is now less 
than 1 percent. Management and 
maintenance staff initially were re- 
duced from 60 to 31, and then to 22 
in 1973. 

As the physical surroundings im- 
prove and the vacancy rate decreases, 
the stabilization of the neighborhood 
becomes a_ possibility. Cooperative 
Services, Inc., built Wyandotte Co-op 
in 1965. At the time, fully one-half 
of the storefronts in the Michigan 
town’s four block downtown area 
were vacant. As the result of con- 
struction of the 161-unit co-op, all of 
the remaining once-vacant storefronts 
are now occupied. Since co-op resi- 
dents pay as little as $82.00 a month 
for their housing, they have a sizeable 
percentage of their monthly income 
left over to support local retail 
businesses. 


Chatham Park 


In neighborhoods where sizeable 
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cooperatives are successfully organ- 
ized, the cycle of urban deterioration 
can be stopped and the declining tax 
base can be stabilized. Chatham Park 
Village is one such co-op. After per- 
forming extremely well as a rental 
property for 18-20 years, it suffered 
a severe setback in the early 1960's. 
Blockbusting and _ panic selling 
occurred in the adjacent homeowner 
neighborhood. Julius Yacker, an 
attorney who helped convert it into a 
cooperative in June 1962, is con- 
vinced that the cooperative has been 
the primary stabilizing force within 
the larger Chatham community, an 
area of 7,000 homes. Had the devel- 
opment been sold on the open 
market while whites were fleeing, the 
new owners would have “milked it 
dry,” according to Yacker and the 
entire community would have under- 
gone rapid deterioration. 


Forest Park 

The Park Forest Cooperatives south 
of Chicago are another example. By 
the early 1960’s the 3,000-garden 
apartment-rental community built in 
1948 was having problems. Between 
1963 and 1967 two thousand units 
were converted to five separate co- 
ops. Vacancy rates of as high as 50 
percent were eliminated, and turnover 
and delinquency reduced, as a result 
of conversion to cooperative owner- 
ship. Landscaping in the co-op areas 
is far superior to that found in the 
rental sections. David Mohl, managing 
agent for three of the co-ops and all 
of the rentals, finds that maintenance 
costs are considerably higher in the 
rentals than in the co-ops, and attri- 
butes this to the resident involvement 
in the co-ops. 

Offering stability, involvement, 
and the generation and circulation of 
wealth in the community, Park 
Forest and Chatham Park Village and 
other similar projects provide an 
alternative that city and Federal offi- 
cials should support and encourage. 
Cooperative ownership provides a 
way of preventing the transformation 
of neighborhoods and the dislocation 
of residents, a way of breaking the 
cycle of urban deterioration and 


housing speculation, and a way of 


guaranteeing adequate and affordable 
housing to low- and moderate-income 
residents of the city. 


Municipal Support 

Local government can encourage the 
development of community and 
cooperative ownership—if it wants to. 
The city can provide technical assist- 
ance to community groups trying to 
organize such a corporation. 

These groups, usually operating on 
a shoestring budget, have difficulty 
obtaining the necessary legal, finan- 
cial, developmental, architectural, and 
managerial assistance. In New York 
City, several nonprofit technical 
assistance groups, such as the Pratt 
Center for Community and Environ- 
mental Development, the Urban 
Homesteading Assistance Board, and 
the Settlement Housing Fund have 
been helping these efforts. In other 
cities, Community Development 
money could be used as well to assist 
or establish such centers. 

A sympathetic city could help pro- 
vide financing. Many strategies have 
been used by cities to encourage 
individual homeownership: bond sales 
in St. Paul and San Francisco; joint 
mortgage pools in Seattle and Denver; 
revolving loan funds in Kansas City 
and Oakland; tax increment financing 
in California; mortgage guarantees in 
New York City; and seed money 
loans and grants in Detroit and 
Minneapolis. These are just a few of 
the many financing programs being 
developed in cities around the 
country. There is no reason that 
municipalities could not give similar 
aid to groups specifically interested in 
cooperative or community ownership. 


Other Possibilities 

A city could provide tax benefits that 
would encourage co-op conversion. A 
city might also allow for flexible 
enforcement of housing codes and for 
homeowner renovation permits so 
that expenses and red tape could be 
kept to a minimum. A cooperative 
city could engineer the use of CETA, 
(Concentrated Employment Training 
Administration), Neighborhood 
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Youth Corps, Or Law Enforcement 
Assistance Administration (LEAA) 
employment funds to pay for some 
of the necessary rehabilitation work. 
New York City has already provided 
this assistance to sweat equity home- 
steading co-ops. It could easily be 
done elsewhere. 

Finally, the city could provide 
buildings for qualifying groups. Many 
cities own houses and apartment 
buildings that had either been pur- 
chased or left abandoned. These build- 
ings could be turned over to tenants’ 
groups which are willing to organize 
cooperatives and community housing 
corporations. Local governments can 
pick up surplus Federal property at 
little or no cost. Often, these surplus 
offers include housing on former 
defense bases. If the city does not 
take the land and housing, it is sold 
to the highest bidder. City govern- 
ment could accept such properties 
and then convert them to coopera- 
tives. Cities could negotiate with 
HUD to help housing cooperatives of 
existing residents buy HUD-owned 
multifamily dwellings. A little-used 


Comparison of Operating 
Characteristics 


clause in the Housing and Commu- 
nity Development Act of 1974 (Sec- 
tion 246) allows HUD to sell HUD- 
owned properties to tenant coopera- 
tives at negotiated-sale prices, but so 
far it hasn’t been done very much. 
Cities could also sell public hous- 
ing to tenant cooperatives. Section 
201 of the 1974 Act amended the 
United States Housing Act; it now 
allows public housing agencies to sell 
public housing to tenant cooperatives 
without losing the Annual Contribu- 
tions Contract subsidy. Cities also 
might follow the lead of New York 
City, which confiscates buildings 
whose owners owe local property 
taxes. The city then offers these 
buildings to nonprofit groups for 
conversion to cooperative ownership. 
Why should cities do all this? 
Because, ultimately, such an aggres- 
sive program in support of coopera- 
tive and community ownership is in 
the city’s best interest. If city offi- 
cials want to preserve the economic 
and social diversity of cities, if they 
want to stabilize neighborhoods 
rather than have them speculated out 


of existence, if they want to provide 
for the needs of poor and rich alike, 
if they want people to manage their 
own affairs, and if they want more of 
their cities’ wealth to be available for 
local economic development, then 
cooperative ownership is a_ logical 
alternative. And, as more Americans 
are forced into the renter’s market, 
this alternative will become not only 
more logical but also more necessary. 


0 


Ernie Eden is executive director of 
the National Association of Housing 
Cooperatives. 


This article originally appeared in 
Self-Reliance, a bi-monthly publica- 
tion of the Institute for Local Self- 
Reliance, 1717 18th Street, N.W., 
Washington, D.C. 20009. 


For a free list of publications avail- 
able on cooperative housing, send a 
stamped, self-addressed envelope to 
National Association of Housing 


Cooperatives, 1522 K Street, N.W., 
Washington, D.C. 20005. 


MEANS 


(ADJUSTED MEANS IN PARENTHESES) 


Co-Op vs. Rental NON- 


PROFIT 


LIMITED 


VARIABLE NAME DIVIDEND 


COOPERATIVE 


A 1972 study by Robert Sadacca, Margaret 
Drury, and Morton Isler of the Urban 
Institute examined the relationship 
between ownership form and management 
success in publicly assisted, privately- 
owned housing. Sixty federally-subsidized 
developments were involved in the study, 
including 20 under cooperative ownership, 
20 owned by limited dividend corpora- 
tions, and 20 owned by nonprofit corpora- 
tions. The authors used 10. control 
variables in an analysis of covariance to 
eliminate the differences among ownership 
samples in the mean values for all other 
social, physical, and locational measures 
used in the study. 

The study revealed that management 
performance in the cooperatively-owned 
development was superior to that found in 
the limited dividend and nonprofit devel- 
opments. Following are a portion of the 
study’s finds: 


Presence of Litter Problems* 93 
(1.05) 
26% 
(26%) 
$.89 
(1.51) 
$11.66 
(11.43) 
$35.90 
(32.49) 
$125.55 
(124.48) 
-$11.12 
(-11.19) 


99 
(1.12) 
24% 
(19%) 
$1.59 
(2.55) 
$13.26 
(13.10) 
$32.19 
(33.47) 
$160.10 
(159.94) 
-$40.20 
(-41.80) 


Turnover Rate 


Estimated Per Unit Vandalism Costs 

(Monthly) 

Per Unit Administrative and Rental 
Expenses (Monthly) 

Per Unit Maintenance and Operating 
Expenses (Monthly) 

Per Unit Total Cost of Operations 
(Monthly) (Includes Depreciation) 

Per Unit Operating Profit or Loss 
(Monthly) (Includes Depreciation) 


(105.13) 
$4.05 
(6.14) 


*Calculated on a scale of “0” (no problems) to ‘’3’’ (serious problems). 


Reprinted from From Rental to Cooperative: 
Housing, by Jonathan Zimmer. Sage: 1977. 


Improving Low & Moderate-Income 


28 HUD CHALLENGE / March 1978 





— 


. 


lines & numbers Dee 


Housing Starts up in 1977 and 1978 Looks Almost as Favorable 





Private housing starts for 1977 totaled 1,986,000 units, an increase of 30 percent over 1976, making last year one of 
the four best years in history. Monthly starts during the year exceeded the comparable months in 1976 in each 
instance. Prior to 1971, annual housing starts averaged about 1.5 million units. During the period, 1971-1973, record 
production was achieved as starts exceeded the two million mark in each of those years. 

Prospects for a slightly less favorable outlook in 1978 have been expressed by many in the public and private 
sectors. The Federal Home Loan Bank Board’s Seventh Annual Housing Forecast Conference announced in December 
1977 a consensus opinion that housing starts will total 1.85 million units in 1978. There was also a consensus opinion 
that there would be some modest increase in mortgage interest rates, along with some slackening in deposit flows into 
mortgage lending institutions. There was agreement, however, that the rise in interest rates would not be unfavorable 
enough to trigger a prolonged period of disintermediation among these institutions. 

Mobile home shipments for the first 11 months of 1977 totaled 258,000 compared to 246,000 for the year 1976. 
The Manufactured Housing Institute had projected 252,600 shipments for 1976. Shipments had exceeded the 300,000 
mark annually from 1968-1974. 








New Private Housing Starts, 1968-1977 
(Units in thousands) 


One 5 units 
Unit or more 








899 527 
811 571 
813 536 
1,151 781 
1,309 906 
1,132 795 
888 382 
892 204 
1,163 289 
1,451 413 











Mobile Home Shipments, 1968-1977 
(Units in thousands) 


Total Single Family Starts 
Year Shipments plus Mobile Home Shipments 


1968 318 1,217 
1969 413 1,223 
1970 401 1,214 
1971 497 1,648 
1972 576 1,885 
1973 567 1,699 
1974 329 1,217 
1975 213 1,105 
1976 246 1,408 
1977 (11 Mo.) 258 1,492 


Source: Construction Reports, C-20, Bureau of the Census 
—Prepared by Robert Ryan 
HUD Office of Management Information 
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